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MONDAY, MAY 4, 1953 


Unirep Srates SENATE, 
SENATE PERMANENT SUBCOMMITTEE ON 
INVESTIGATIONS OF THE COMMITTEE ON 
GZOVERNMENT OPERATIONS, 
Wash ington, iG, 

The subcommittee met (pursuant to S. Res. 40, agreed to January 
30, 1953) at 10:30 a. m., in room 318 of the Senate Office Building, 
Senator Joseph R. McCarthy, chairman, presiding. 

Present: Senators Joseph R. McCarthy, Republican, Wisconsin; 
Henry M. Jackson, Democrat, Washington; Stuart Symington, Demo- 
crat, Missouri. 

Present also: Francis D. Flanagan, general counsel; Robert D. 
Kennedy, assistant counsel; Jerome S. Adlerman, assistant counsel ; 
Thruston B. Morton, Assistant Secretary of State for Congressional 
Relations. 

The CuatrmMan. The hearing will come to order. 

Mr. Flanagan, will you call your first witness ? 

Mr. Fuanacan. Mr. Kennedy, of our staff. 

The CHarrMan. Will you stand and be sworn? In this matter now 
in hearing, do you solemnly swear to tell the truth, the whole truth, 
and nothing but the truth, so help you God? 

Mr. KENNEDY. I do. 

The Cuatrman. Mr. Flanagan will question. 

Mr. Fuanacan. Mr. Kennedy, will you give your full name and 
official position with this subcommittee for the record 2 


TESTIMONY OF ROBERT F. KENNEDY, ASSISTANT COUNSEL, 
SENATE PERMANENT SUBCOMMITTEE ON INVESTIGAGIONS 


Mr. Kennepy. My name is Robert F. Kennedy, and I am assistant 
counsel for this committee. 

Mr. Fuanacan. Mr. Kennedy, in connection with our inquiries into 
the problems of East-West trade, have you had an opportunity to 
examine various statistical information concerning the extent and 
scope of this trade that has been furnished to us by the various execu- 
tive branches of the Government ? 

Mr. Krennepy. I have, sir. 

Mr. Fuanacan. From the information which was furnished to us, 
particularly by the Defense Department through MSA, can you tell 
us the number of western-flagw vessels, that is. vessels of our allies, 
that have been trading with Communist China in 1952, that is, in the 
last year ? 
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Mr. Kennepy. I do. 
Mr. Fuanacan. Can you put that into the record? 
Mr. Kennepy. Yes, sir. 


Ninety-1 of them were British. There were 2 French, 1 Costa 
Ri ~7 Italia 13 Pana in. 8 Japanese, 22 Greek, 12 Pak stan, 
6 Da ne 13 Norwegian, 2 | dian, 3 Finn sh, l Honduran, | Philip- 


pine, 2 Sweden, and 1 Switzerland. 

Mr. Franacan. Can we tell from the available records approxi- 
mately how many trips those 193 vessels made into Communist China 
Kennepy. Mr. Flanagan, we know, as an absolute minimum, 


ide 445 voyage I sav it is an absolute minimum, because 


that they m: 
4 or 25 of these vessels traded between 1 Chinese Communist port 
nd another during the veal 1952, and it impossible to tell how 
1 vy vovages they actually made. So the minimum is 445, and I 
bh that a more ‘accur: te ficure would be approximately 600. 

Mr. FLANAGAN. 600 vovages ¢ 

Mir. Kennepy. Made by these 193 western-flag vessels into China 


Mir. Fruanacan. Mr. Kennedy. can vou tell us for the record now, 
the number of western flag vessels that have eng wed intrabloe Soviet 


trade in F rope ¢ By that I mean western-flag vessels that have 


traded tween two Communist ports 1n Eure pe. 
Mr. Kennepy. Mr. Flanagan. there were 66 different vessels that 
traded between 1 Communist port in Europe and another Commu- 


nist port: for instance, between Gdynia in Poland and Constantsa in 
Rumanian, or bet ween ¢ rdynia in Poland and Odessa. 

Mr. Franacan. He many trips do we know that these 66 vessels 
made ? 

Mh KeNNEDY. We know that they mad again this is a mini- 
mun 52 trips. 

Mr. FLANAGAN. They made at least 152? 

Mr. Kennepy. That is right, sir. 

[r. Franacan. Do we know the flags that are flown by these 


western-flag vessels ? 
Mr. Kennepy. Yes, we do. There were 18 Norwegians, 7 Greek, 


7 Italian, 6 Finnish, 6 from Turkey, 5 from Denmark, 5 from Sweden, 
rom Great Britain, 3 from Panama, 2 from Germany, 1 from 
Israel, and 1 from Switzerland. 

Mr. Franacan. Again, based on the limited information that has 
been made available to us up to this point, are we able to determine 
how manv of these vessels that were e1 LOE nn iking the China trade, 
that are sister ships belonging to the same company that is carryin 

both in and out of the Communist ports and also carryin 
Government-financed cargoes for the United States. such as MS, 
cargo r cargoes for our strategic stockpile, and the like? 

Mr. Kennepy. Again, Mr. Flanagan. our information is limited on 


Yr 
g 
g 
\ 


this question, because we have not received complete information 
fir the executive branch of the Government as vet. We have 
received some information on the names of the ships from the Agricul- 


ee 
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ture Department and from Mutual Security and from GSA and from 
the military, but we know there are other Government agencies that 
are sending cargoes on chartered ships. However, on that limited 
information, we know that owners of 82 of the vessels going into China 
are also carrying United States Government financed goods on these 
vessels or other vessels owned by them. Ejighty-two is a documented 
minimum. 

Mr. FLanaGan. In other words, there are 82 actual ships or sister 
ships belonging to the same owners that are engaged in this dual 
trade whereby they are carrying cargoes in and out of China and 
are also engaged in carrying American-financed cargoes for the 
purpose of stemmill o the tide of communism ? 

Mr. Kennepy. That is right, sir. 

Mr. FLANAGAN. Can you break those down? How many actual 
ships were engaged in the dual trade, and how many were sister 
ships? 

Mr. Kennepy. There were 15 ships that went to China and during 
the same period of time carried United States Government financed 
goods, Mr. Flanagan. Sixty-seven other vessels that went to China 
had sister ships carrying United States Government financed goods 
during the same period. What I mean by a sister ship is a ship belong- 
ing to a particular company going into China while another ship 
belonging to the same company, W hich is called a sister ship, is carry- 
ing GSA goods or MSA goods or goods for the Agriculture Depart- 
ment. 

The Cuarrman. Do you know how many owners were involved, 
Bob? How many shipping companies? 

Mr. Kennepy. You mean of the 82 ships? 

The CuarrMan, Yes. 

Mr. Ky NNEDY. There were about oo different owners, S nator. 

The CHarrMan. In other words, those owners were getting money 
from the United States Government and at the same time collecting 
money from Red China? 

Mr. Kennepy. That is correct. 

The CHAIRMAN. That seems to be the most inexcusable thing I 
have ever heard of; inconceivable. 

May I ask: In talking to the various departments, have they given 
any exeuse for this? 

Mr. FLANAGAN. We have discussed it w ith them, Mr. Chairman, and 
the representatives of these departments are here and can explain 
that situation. 

The CHatrman, It will be interesting to hear the explanation. 

Mr. Fuanacan. You said, I believe, there were 60 additional ships 
or sister ships that were also engaged in carrying cargoes fi r tne 
Soviet intrabloe trade in Europe ? 

Mr. Kennepy. Sixty-six. 


Mr. FLANAGAN. Sixty-six. Now, how many of those ship 
sister ships are also engaged in carrying United States Govern 


financed cargoes to other parts of the world ? 

Mr. Kennepy. We know of eight, Mr. Flanagan. 

Mr. FLANAGAN. Eight of those 66? 

Mr. Kennepy. That is right. 

Mr. FLANAGAN. Can you give us some exan pl s. without 
the record too much here ? I believe you have al exam] le of a Non 


burdening 


wegian company. 


= 
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Mr. Kennepy. I would like to give you some examp les of direct ship 
ments, first, of ships that carried goods to China and also carried 
GSA or MSA cargoes. There is a British ship, the Darfield, belonging 
to Windsor Overseas Steamship Co., that carried GSA goods. It 
earried 10,000 tons of potash from Hamburg on March 28, 1953, to 
Formosa. 

During 1952, December 29, it departed Chinawangtao in China for 
Gnansk which is in Poland. 

Another ship, an Indian ship, the Jalakanya belonging to the 
Scindia Steamship Navigation Co., carried 4,500 tons of manganese 
from Italy to Baltimore arriving in Baltimore on October Dd, 1952 
That same ship sailed Karachi, April 95. 1952. for Whampoa, 
China. 

Here Is another United Kinedom ship, the John Star. belonging to 
C. M. Lemas, who is a Greek owner operating out of Great Britain, 
al d one ot the Greek owners WV ho is a member of the Greek London 
Ship Owners Committee, who did not sign the agreement to refrain 
from China trade. 

On April 29, 1952, this vessel picked up an MSA cargo of coal 
destined for Italy from Newport News. That same ship sailed Moji, 
August 1, 1952, for Tsingtao. And on August 15th, it sailed from 
Tsingtao for a free port in Europe. And we have another direct 
ship—there are 15 all together—the Nicholas Pateras, which picked 
up 10,000 tons of potash and brought it from Hamburg to Formosa 
on February 22, 1953, and the same ship sailed from Constantsa 
on January 29, 1952, for Taku Bar in China. And later on, on April 
10, 1952, it sailed from Tsingtao to Gdynia. 

As I say, we have 15 different examples of those ships that were in- 
volved in both trades during the same 15-month period of time. 

Wor . | you like me to give some eX: imples of sister ships? 

Mr. Fuanacan. Yes, of companies s using part of their ships in the 
Communist trade and part of their ships in carrying U nited States 
financed cargo. 

Mr. Kennepy. Here is a British ship, the Amersham Hill, which 
picked up grain from the United States, April 9, 1952, and brought it 
to France for MSA, and one of its sister ships, the Laure ntian La ce 

iled from Gdynia in Poland for Whampoa in China on September 9, 
1952 

Mr. Fuanacan. Go back to that trip from Poland to China. Do we 
have any information as to what that ship was carrying, either in or 
out ¢ 

Mr. Kennepy. We have not. 

Mr. FLANAGAN. Go ahead. 

Mr. Kennepy. Another sister ship, the Aruwnde? Hill, a sister ship 
of the Amersham Hill, arrived in Hamburg on August 7, 1952 from 
= ingtao. And, of course, Hamburg is a free port, and there is no 

ispection. Any cargo may be loaded or unloaded there. 

A Swedish company, the Svelskiost Kampaniet, had a ship called 
The Bataan, which picked up 2,000 tons of chrome from the Phil- 
ippines and brought it to Philadelphia, arriving February 15, 1953, 
and : ter ship, the Mangalore, — from Japan October 29, 1952 
for Taku Bar in China and arrived i Tientsin from Taku Bar on 
December 8, 1952, and was back in Taku Bar at the end of that month. 

There is a Japanese vessel belonging to the Nakamara Kisin K. K. 
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Kobe Co. It had a ship called the Asahisan Maru. It picked up 
aioe in Galveston, Tex., March 1, 1952 for MSA, the destination 
being the United Kingdom. 

Mr. FuanaGan. That was an MSA cargo? 

Mr. Kennepy. That is right. And it had a sister 089 the Umki 
Maru No. 1, which sailed from Japan October 9, 1952, for the Russian- 
held island of Sakhalin, and it sailed from S: skhalin stot in October. 

Mr. Fianacan. I might say, Mr. Kenendy, that I wish you would 
have prepared for this re ‘ord the entire list of these ships, so that we 
can put it in the record before it is finally printed. 

Mr. Kennepy. I will. 

(The list referred to was marked as “Supplemental data No. 3” and 
will be found in the appendix on p. 154.) 

We have an Italian and a Danish company. Of course, all together 
there are 67 examples of this sort of practice. 

Mr. Fuanacan. Can you give us any further examples of companies 
that are using sister ships? I believe you have a Norwegian company 


where there were a substantial number of ships? 


Mr. Kennepy. Yes. 

Mr. Fuanacan. When you give the names of these foreign com- 
panies, will you spell them a little slower? The press is having a little 
trouble picking them up. 

Mr. Kennepy. I am sorry. 

Here is the William Wielhelmsen of Norway. The last name is 
spelled W-i-e-l-h-e-l-m-s-e-n. In 1952, it had seven vessels picking 
up GSA goods. And in the same year, 1952, it had 8 vessels going 
into China. 

For instance, the 7'aiwan picked up manganese from Japan and 
brought it to Baltimore. The 7’rafalgar picked up chrome in the 
Philip pines. Several of the other vessels picked up manganese. The 
Triton pic ‘ked up chrome. 

And in the meantime, the 7’ai Yin, T-a-i Y-i-n, departed Oslo May 
19, 1952 for Taku Bar in China. The 7'alabot sailed Oslo for Taku 
Bar, arriving in October of 1952. The 7arifa was seen February of 
this year in Shanghai. The 7arn was, on December 22, 1952, in 
Shanghai. As I said, there are 7 vessels picking up GSA goods, and 
8 of them were trading with the Soviet-bloc area in China. 

Mr. Franacan. All belonging to this one Norwegian company ? 

Mr. Kennepy. That was one Norwegian company. 

We have a British company, the Blue Funnel Line. It had 
vessels that have been trading with China since the outbreak of the 
Korean war. The Blue Funnel Line is one of the main lines used by 
the United States to bring stockpile products to this country. 

Mr. FrianaGcan. That is, products from the Far East? 

Mr. Kennepy. From the Far East. And we know of a number of 
their ships that brought in products in 1952 

Mr. Fuanacan. Is it not a fact that the Blue Funnel Line is one of 
the largest British shipping lines in the Far East ? 

Mr. Kennepy. That is right, sir. 

Mr. Franacan. What various lines make up the Blue Funnel Line? 

Mr. Kennepy. It is made up of the Glen Line, the Alfred Holt—— 

Mr. Franacan. Alfred Holt, H-o-]-t? 
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Mr. Kennepy. That is right—the Ocean Steamship Co., and 
China Mutual Steamship Navigation Co. 

FLANAGAN. While vou are still on the stand, Mr. Kennedy, do 
we have any information or have we been able to obtain any informa- 
tion indicating that Panamanian vessels, Panamanian-flag vessels, 
which, since August 1951 have been prohibited from trading with Red 
China, have continued to carry on that trade with China since the 
prohibition on the part of the Panamanian Government ¢ 

Mr. Kennepy. We have some information on that, Mr. Flanagan, 


and it also fits into this general discussion. There are 13 Panamanian 
vessels that traded with China in 1952, and the law in Panama was 


pas ed in August 1951. 

| ree of these vi el vere owned by the Wheelock Marden Co. of 
Ho: og Kone The Whe at Marden Co., in identally, also owned or 
managed a Br tish vessel called the Huston, which is reported trading 

North China waters and, eens, in August was making the 
run between Shanghai and Foochow. This company operated these 
three Panamanian yvesse Is j In direct violation of the Panamanian law. 
Their names — Miramar, Norina, and the W//a. a —— 
owned — * ves se], British flags, ¢ alied the Charles Dickens which 
MSA « cau to take a cargo of sulfur from Galveston, Tex., to the 
United Wiecdins in February 1952. In other words, this igmae <1 
operating three vessels in the China trade in violation of the Pana- 
manian law, was chartered by our Government to carry an MSA cargo 
which was destined to aid an ally to fight communism. 

Mr. Fuanacan. Have we been able to obtain any explanation as to 
vhy a company in the British Crown Colony of Hong Kong, Wheelock 
Marden, during 1952 continued to operate Panamanian ships in the 
China trade in violation of the law of Panama? 

Mr. KenNnepy. We aren't able to find that out as yet, Mr. Flanagan. 
These vessels, in August 1952, had their registry canceled by Panama. 
Chere were 13 vessels, I believe, all together. One of them we know 
was scrapped. All the rest turned up owned by Chinese Communist 
companies or the Peoples Repub lic of China. Specifically, I believe 
the Miramar ended up, after its registry was canceled in August 1952, 

the possession of the People’s Republic of China. And how it got 
there, I don’t know. Whether the Wheelock Marden Co. sold it to 
China or what happened to it, I don’t know. 

Mr. FLANAGAN. In other words, to sum it up, we find that the 
Wheelock Marden Co., which is located in the British Crown Colony 
of Hone Kone. continued to operate this Panamanian vessel for almost 
a year after it was against the law of Panama to engage in the China 
trade? 

Mr. KenneEpy. That is right. 

Mh I] ANAGAN. And then when her registry was picked up by t the 
Panamanian Republic, she found her way into the hands of the Red 
Chinese Government ? 

Mr. Kennepy. Mr. Flanagan, out of the 13 vessels, Panamanian 
\ els, that operated in 1952 in violation of Panamanian law, we 

ow of the ownership of 11 of them during that px riod, and all 11 

re owned by Hong Kong companies. One company, the Wallem & 


Mr. FranaGan. How do you spell that ¢ 
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Mr. Kennepy. W-a-l-l-e-m—owned four of these vessels. And 
there is some reason to believe that the Wallem & Co. also carried 
GSA goods. We are looking into this further. But the Wheelock 
Marden & Co. we know definitely carried woods purchased by the 
United States Government. 

Mr. Fuanacan. And I gather from your testimony that we have 
not as yet been able to determine how these vessels, after their registry 
was cancelled, and after they had been engaged in illegal trade for 
almost a year, turned up in the hands of various Communist com 
panies in China or in the hands of the Chinese Republic itself. 

Mr. Ki NNEDY. We haven't been able to cliscover that, or to cis over 
why a vessel belonging to this company was allowed to carry MSA 
goods. 

The CuatrmMan. Bob, I think you said there were four French ves 
sels carry ing’ eoods to Red Chu a. 

Mr. KEN NEDY. Senator Mc arthy, since the outbre ik of the Korean 
war, there have been four French vessels that have gone into China. 
Three out of the four vessels are owned by the French Government 
Two of those vessels went into China in 1952, and one went in intra 
bloe trade from Constantsa into China, Constantsa in Rumania. 

The CHAIRMAN. Were those ships purchased from us. do you know 6 

Mr. KENNEDY. Yes. The three owned by the French (sovernment 
were purchased from us. The French Government purchased 4, I 
believe, all together, and 3 of the 4 ended up in the trade with China. 

The CuHatmrMan. Do we still have mortgages on those vessels ? 

Mr. Kennepy. We do. 

The Cuamman. And how about the other vessels that have been 
trading with Red China? Do you know how many of those were pur- 
chased from us? 

Mr. Kennepy. We haven’t gotten that information, Senator. 

Mr. Fianacan. I might say, Senator, that we are in the process of 
obtaining that information, and it will probably turn out that a sub- 
stantial number of them were purchased from our surplus stockpile 
after the war. 

The CHarrmMan. Senator Symington, have you any questions ? 

Senator SyminetTon. Not at this time, Mr. Chairman. 

The CuatrmMan. Might I say, Mr. Kennedy, that I think you and 
Mr. Flanagan have done an outstanding job on the checking of this 
shipping matter, and I want to compliment you for it. 

Mr. FiranaGan. Will the witnesses from the Agriculture Depart- 
ment and the GSA come up here together ? 

We will ask you a few questions about this. 

The Cuamman. Before the next witnesses testify, I would like to 
put a statement in the record. 

In connection with our investigation into the various problems of 
EKast-West trade, our staff has attempted to determine whether the 


foreion owners of western fl lm ve ssels who are profitably e] gaged n 
. ‘ 1 . f ‘ . , 

earrving MSA and other cargoes financed by our Government are also 

engaged in trade with Red China and intrabloe trade in Europe or 


elsewhere. Based on information which our staff has been able to 
obtain from various executive agencies, it has been determined that 
foreign shipping companies and foreign chartering firms are engaged 
in this dual trade, taking money from their left hand from Red China, 
and from their right hand in the United States. 
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The purpose of this hearing is to determine, if possible, the extent 
of this dual trade and to ascertain from representatives of various 
Government agencies whether steps can be taken, and what steps have 
been taken, if any, to require these foreign shippers to choose between 
either this Communist trade, or trade in United States-financed 
eoods. 

New ship charter provisions were adopted by the MSA several 
weeks ago prohibiting western flag vessels which carry United States- 
financed goods to Formosa from touching Communist ports for a 
period of 60 days after the ships have discharged their cargoes in For- 
mosa; which I think was an excellent step forward by MSA, as far 
as it went. While these new provisions place some restrictions on this 
dual trade, they affect only the limited number of vessels which are 
engaged in the Formosa trade. Therefore, and in view of the volume 
of trade which is still being carried on by our Western Allies with 
China and between Soviet bloc ports elsewhere, it is believed that an 
examination into the ways and means by which further limitations 
could be placed upon this dual trade might well be beneficial. 

I am going to ask you gentlemen to stand up and be sworn. 

Mr. Franacan. Mr. Walsh, will you stand up and be sworn with 
them, please ? 

The Cuatrman. In this matter now in hearing, do you solemnly 
swear to tell the truth, the whole truth, and nothing but the truth, so 
help you God? 

Mr. Srence. I do. 

Mr. Mason. I do. 

Mr. Watsu. I do. 

The Cuatrman. Will you have the witnesses identify themselves, 
Mr. Flanagan? 

Mr. Franacan. Will you give your name and official position for 
the record? 


TESTIMONY OF CLIFFORD H. SPENCE, CHIEF, PROGRAM OP- 
ERATIONS DIVISION, TRANSPORTATION AND WAREHOUSING 
BRANCH, DEPARTMENT OF AGRICULTURE; ARTHUR S. MASON, 
CHIEF, OCEAN SHIPPING SECTION, DEPARTMENT OF AGRICUL- 
TURE; AND A. J. WALSH, COMMISSIONER OF EMERGENCY PRO- 
CUREMENT SERVICE, GENERAL SERVICES ADMINISTRATION 


Mr. Spence. Clifford H. Spence, Chief, Program Operations Divi- 
sion, Transportation and Warehousing Branch, Department of Agri- 
culture. 

Mr. Franacan. Mr. Mason? 

Mr. Mason. Arthur S. Mason, Chief, Ocean Shipping Section, of 
the Department of Agriculture. 

Mr. Franacan. And Mr. Walsh? 

Mr. Warsu. A. J. Walsh, Commissioner of Emergency Procure- 
ment Service, GSA. 

Mr. Franacan. Now, Mr. Walsh, as Commissioner of the Emer- 
gency Procurement Service, you have direct charge, do you not, of 
chartering certain vessels that are carrying United States cargoes? 


Mr. Watsn. Yes, sir. 
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Mr. Franacan. Will you tell us very briefly what types of cargoes 
your agency charters? 

Mr. Warsu. For MSA, mostly bulk cargoes of fertilizer. 

Mr. Fxianacan. In other words, your agency handles two types of 
cargoes, certain bulk cargoes for the mutual security program, and 
other ¢ argoes which you are bringing into the United States for our 
strategic stockpile? 

Mr. Watsu. That is correct. 

Mr. Fianacan. Now, Mr. eins or Mr. Mason, whichever feels 
he should answer this question: Can you tell us generally what types 
of cargoes you gentlemen charter in the De partment of Agriculture? 

Mr. Spence. We charter cargoes of bulk grains, and then we have 
berth shipments of other commodities, agricultural commodities. 

Mr. Fuanacan. By “berth shipments,” you mean cargo shipments 
on regular berth lines? 

Mr. Spence. Yes, sir. 

Mr. Fuanacan. For whom are you carrying these ? 

Mr. Spence. MSA, the Defense Department, and the Department 
of State. 

Mr. Fianacan. Can you put into the record, if it is not classified, 
and we will not need to go into the details here, the extent of this trade 
in the last year, of the cargoes you are carrying? Can you put that in 
the record ? 

Mr. Spence. I haven’t it for the last year. I haven’t it broken down 
for the last year. I have it for the period beginning January 1, 1951, 
through March 31, 1953. 

Mr. Franacan. All right. Put that in the record. 

Mr. Spence. Do you want that broken down? 

Mr. FianaGan. No, just the total. 

Mr. Srence. The total tonnage ! 

Mr. Fianacan. Yes, sir. Don’t you have a total tonnage here? 

Mr. Spence. I have it broken between charter and berths. I can 
give it to you in two separate figures. 

Mr. Fuanacan. All right. 

Mr. Spence. Charters, 910,791 long tons. Berth, 939,814 long tons. 

Mr. Fuanacan. Now, on what you call the berth cargoes, those are 
partial cargoes carried by regular lines? 

Mr. Spence. Yes, sir. 

Mr. Fianacan. A little over half that tonnage is tonnage carried 
in other than American-flag vessels, is it not? 

Mr. Mason. Yes, sir. 

Mr. Frianacan. A little less than half? 

Mr. Spence. No, a little more than half in American vessels. A 
little less in others. 

Mr. Mason. Sixty and two-tenths in American bottoms. 

The CuarMan. Sixty and two-tenths in American bottoms? 

Mr. Mason. That is right. 

Mr. Fnanacan. Now, what percentage of your 910,000 charter tons 
is carried in American bottoms ? 

Mr. Spence. Seventy-seven percent. 

Mr. Mason. Seventy-seven and six-tenths. 

Mr. Fuanacan. Mr. Mason, I will direct this question to you. Have 
you ever been contacted by any Government agency for the purpose of 
trying to determine w vhether these foreign-flag vessels that you are 
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chartel oe are also engaged in carrying eoods to the Communists, 
eitl China or in intrabloc trade in Europe / 


Mr. Mason. Yes, 
Mr. Franacan. When? 
Mr. Mason. Our first contact was probably with Navy Intelligence, 


back } November 195 


Mr. FLANAGA? lave any steps been taken to try to refuse to send 
: ; f 
your goods on ships or sister ships of companies that happen to be 
4 i ’ ’ : : 
arrving Communist cargoes e| ewhere in the vorld 2 


Mr. Mason. Yes. sir. | 
Mr. FLANAGAN. What steps have been taken, if you can tell us? 
Mi Mason. There was a meeting with MSA, which was started by 


MSA. We were called in. Init, they work ed out this step as to where 


they were to hold back 25 percent of the charter money on goods going 
to Formosa for 60 days as damages in of a violation of the provi- 
sion in the charter which prohibited faa 1 he m going to a Communist 
port in China. 


Mr. FLANAGAN. In other words, as a re ult of your conferences, 
and cont rences of othe agence Ss \ ith MSA, you have put in charter 
roy is Ol now affe ting only eargoes voIng to lformosa ? 

Mr. Mason. Yes, sir. 

fr. FranaGan. How many cargoes have you sent to Formosa in the 
last year anda half? Do you know? 

Mr. Mason. Just a minute. I think I can come pretty close to it. 

Mr. Fuanacan. All right. 

Mr. Mason. ae about 20. 

The Cuarmman. May I ask you a question, Mr. Mason? And thi 
is also directed at Mr. Wa Ish and Mr. Spence. 

Can you see any reason why we should pay a shipping firm for 
handling our goods, when they are also taking money from Red China 
for carrying cargoes to Red ( thins a, or when they are also taking money 
ror carry ing cargoes betwee n Soviet-bloc ports, especially when we 
lave somany American-flag vessels available for charter ? 

Why must we keep those cor rpor ations going that are sending mate- 

ial over to Red ( hina which results in the deaths of American boys? 
Is there any reason for it at all? 

Mr. Spence. I do not think so. 

Mr. Wausn. I don’t either. 

Mr. Mason. I agree. 

Phe Cuarrman. Thank you. I just hope we can do something soon. 

know that maybe we have a different line of thought on this since 
the 20th of January, but quite a bit of time has elapsed now. I just 
wonder why we cannot, as of tomorrow, instantly, Just quit support- 
ng firms that are aiding our enemy. 

Pardon me, Stu. Go ahead. 

Senator Symineton. Who routed these ships? In other words, who 
gave this business, in our Government, to these companies that were 
doing business with Communist China? Who is responsible, in this 
Government ? 

Mr. Spence. Well, in our organization, we chartered the ships in 
behalf of MSA. 

Senator Symrneron. Well, if you chartered them, and you do not 
feel that you should charter vessels that do business with Chinese 
Communists, why did you charter them, if you thought it was wrong? 
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Mr. Spencer. Sir, we we rk inder a por y established by MSA, 
merely as their agents, and there had been no prohibition of any kind, 
in the use of foreign-flao ships. We had no method by which we 


could police this, to tell where they 1 ere golng. 

Senator Symrncron. In other words. vou did not know that th 
vessels that MSA were telling you to use were going to China. Is 
that right ? 

Mr. Spence. MSA was not telling us to use these particular ships. 
We were chartering ships for their account. And it the time. there 
was no knowledge that they were going into Chinese waters. At the 
same time, there was no policy which prohibited us from using any 
ship, any type of ship, that might later get into Chinese waters 

Senator Symineron. One more question on that. When did you 
find out that they were be! og used to 7O Into Chinese Communist 
ports ¢ 

Mr. Spence. I think, as Mr. Mason said, in November, when he 
got the inquiry from MSA or Naval Intelligence. 

Mr. Mason. Senator, answer that. I think I was responsible 





for the chartering of the Nordic Star. The Nordic Star was a British- 
flag ship with Greek owners. It was a company that we had done 
business with be fore. After the ship Was loade | ancl on the way to 


Formosa was the first information that we had that there had been 
another charter made by the same company with interests in Commu- 
nist China. Also, Senator, for your nformation, the Nordic Star, 
as far as I know, is the only ship that we have ever chartered that 
has ever gone to a Communist po rt after discharging the United 
States Department of Agriculture cargo. ‘There may be others, but 
we have no record of them. 

Senator Symineoton. In other words, even though this was a policy, 
the interest of the Department ot Acricultu e is only in one ship. 
Is that right ? 

Mr. Mason. That is right, sir. 

Senator Syminaton. Does that go to the General Services Admin- 
istration, Mr. Walsh? 

Mr. WALSH. It does on those cargoes where we charter ships on the 
out movement. On the incoming cargoes for stockpile, usually we 
have no control over the chartering of the vessel at all. They are 
purchased on the basis of the material being laid down at ports in 
this country. 

Senator Symrncton. What agency do you think is responsible for 
this policy ? 

Mr. Watsn. I should think MSA, sir 

The Cuatrman. May I ask you this question? And I do not blame 
you, gentlemen, for operating under the policy that was laid down. I 
understand it was laid down by Mr. Harriman, and that is being 
changed now. 

Let me ask you this question. Mr. Kennedy has testified that some 
82 ships involving some 25 different shipowners are taking money 
from the United States and taking money from Red Chi “1 If we 
would now, today, adopt a new policy and say that no ship that is 
carrying goods to the enemy, or I noes 1 say no shipowner who is 
carrying goods to the enemy, will o any money from the United 
States, not one cent, no cargoes, toa that not do a oreat deal 
break the back of the trading with Communist China? 
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Mr. Wausu. I should think so, but my opinion would be that you 
would have to establish a cutoff date, because there may be material 
on the high seas right now. But if vou established the cutoff date, 
1 would think so. 

The Cuarmman. Just one other question. When we get into this, 
we always hear the statement made that, well, there is no strategic 
material that is being shipped to Red China. Mr. es the Assistant 
Secretary of Defense, testified. He testified, No. 1, that any material 
that goes to the enemy is aiding the war pote nti: “ of the enemy. No. 
me he test fied that some of that nonstrategic mi iteri: al h: is exp loded on 
the high seas; indicating that perhaps we do not have very much in- 
formation as to what Is in those shipn ients. 

Would you agree, No. 1, with Mr. Nash, when he says that any mate- 
rial being shipped to Red China aids it in its war efforts ? 

Mr. Mason. Yes, sir. 

Mr. Wausu. Any material which supports the economy of that 
COUNTY) is bound to 

The Cuatrman. And then, No. 2, is this correct: That in many in- 
stances we must rely only upon the information given by the ship 
captain as to what material is bein y shipped ¢ In other words, if a 
ship stops at Gdynia, and picks u Ip a cargo and travels to some Com- 
munist port, unless we hs appen to have inte ‘lligence officers on the dock 
watching the loading of the ships, we have no knowledge of what is 
n that ship e xeept what is on the charter. Is that right ! ? 

Mr. Watsu. That is correct 

Mr. Mason. Sometimes you get a little hearsay from the grapevine, 
like in the case of the Nordic Star. We heard from other shipping 


companies that part of that cargo that they carried was tungsten. 
The CuatrMaAn. Part of the cargo was tungsten ¢ 
Mr. Mason. That is what we heard from the grapevine. 


The Cuamman. Which would be a very important material insofar 
as the Communist war effort is concerned. 

Mr. Mason. Yes, sir. 

The Cuarrman. Mr. Kennedy showed us one charter which pro- 
vided that a certain ship—what was the name of that ship, Bob? 

Mr. Kennepy. I believe it was the Vidon. 

The Cuarrman. Was chartered to carry 10,000 tons of fertilizer. 
The charter provided that it must not stop at any American port, any 
Phi — port, any Japanese port, and that under no circumstances 
should it pass through the Panama Canal. If that ship actually were 

rying fertilizer, there would be no reason why they would fear 
having such a ship pass through the Panama Canal, would there? 
So it would appear that the only reason was that they feared inspection 
and feared that the ship was not actually carrying fertilizer. I may 
say, incidentally, that was a British-flag vessel. 

Mr. Ftanacan. Mr. Mason, you are in charge of arranging these 
charters for the mare ulture Department ? 

Mr. Mason. Yes. si 

Mr. Fuanacan. Has any other Government agency ever approached 
you and asked your opinion as to whether or not you should stop this 
dual trade? T'am t: ilking about the whole dual trade now. 

Mr. Mason. Informally, yes; with MSA. 

Mr. Mason. Back in February. 

Mr. F'tanacan. Who in MSA contacted you informally ? 
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Mr. Mason. Oh, there was a meeting, there, with Mr. Nottingham, 
Bob Duane, one of their counsel—— 

Mr. FuaAnacan. W: as that the only contact you had ? 

Mr. Mason. Yes, sir 

Mr. FLANAGAN. yer as there been any contact since then ? 

Mr. Mason. No, s 

Mr. FLANAGAN. if MSA would come to you and ask your opinion, 
would you be willing to give it as you have now ¢ 

Mr. Mason. Yes, si 

Mr. Fuanacan. Do a think that if the United States Government 
made it » policy that these companies would have to make a decision 
as to whether to handle our cargoes or handle Communist cargoes 
such a decision would make your job any more difficult 4 

Mr. Mason. That is relative. There might be a difficulty, but the 
difficulty would not be so serious that it could not be rather easily 
overcome, 

Mr. FuanaGan. In other words, you feel that if the United States 
Government, as a matter of policy, should Say to these foreign com- 
panies, “You have to choese between carrying our goods and carrying 
the enemy’s,” it would not seriously hamper your ability to obtain 
bottoms to move your cargoes / 

Mr. Mason. That is right. 

Mr. Fianacan. Mr. Walsh, has any Government agency contacted 
you or your Department in regard to this dual-tr: ade program, the 
overall problem ¢ 

Mr. Watsn. MSA have. 

Mr. Fuanacan. When did they contact you?! 

Mr. Watsu. In February. 

Mr. Fuanacan. This was the same meeting which Mr. Mason 
attended ? 

Mr. Watsu. Yes, sir. And they also gave us a letter in February. 

Mr. Fuanacan. Has anything been done since that time? 

Mr. Wausu. There have been discussions by phone on day-to-day 
operating problems, because it is necessary that we clear with them 
on any vessel we intend to charter, to make certain it is within that 
50-50 ratio. 

Mr. Fianacan. But I am talking about the dual-trade situation. 

Mr. Wausn. No, sir. 

Mr. FianaGan. Can you tell us why they have not been to you? 

Mr. Watsu. I really don’t know, sir. 

Mr. Fuanacan. Do you think this is an important enough problem 
that there should have been immediate action on it? 

Mr. Watsu. Well, immediate action was taken as a result of their 
letter of the 24th. 

Mr. Franacan. That was only involving the Formosa trade? 

Mr. Watsu. On Formosa only; yes, sir. 

Mr. Fianacan. We are talking about this other trade, this world- 
wide trade. 

Mr. Watsu. Well, it is a very important problem. 

Mr. Franacan. Do you think that if a complete prohibition were 
put on in connection with this dual trade, it would hinder your ability 
to obtain bottoms to carry the cargo that you have to carry? 

31498—53—pt. 2———2 
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Mr. Warsi. It would require that t] wners of these ships reach 
hate decision as to whether they were going to carry cargo 
( { ed States or els nere, 
MELANAGAN, In othei ras, it ld t en pul the responsibility 
foreign owners to make a decision whether they would carry 
MSA Gs.A cargoes or Col st cargos . would it not ¢ 
Mir. Wausn That corres 
Mr. Fuanacan. Then the burd would rather be on the shippers 
l | { 


Phe Cuairmman. In other words, vou do not feel you would have 
ty in getting ships to carry your cargoes, ever if you did invoke 
ste 7 ‘ 
Vi Wansn. I don’t tl 
Senator SyYMINGTON. |) { ms “ls, do vou feel it was the policy 
Oo] e Grover ent to { ns for bringing in trade into Com- 
mul China when t ley went ovel to get things that you wanted in 


the Gene : 

Mr. Wars. I feel, sir, if an order were issued, or if a policy were 
laid down, that no dual trade should be carried on between the United 
States and the Communist countries by those lines who now carry on 
dual operations; first, it would require them to make an immediate 


il Services Administration ? 


decisio1 to whether or not they were going to forego that trade and 
deal with United States trade. 
~ itor SYMINGTON. Yes: I unde? tand that. But you say that 
ad not know anything about these vessels doing business with 
the ¢ ese Communists. Is that correct ? 


Mr. Wausn. That is correct, sir. 

Senator Symineron. That surprised me a bit, because you had 
gents around the world, did you not, at various times? 

Mr. Wausu. No, sir. We had them in London and Johannesburg 
and Tokyo. 
Senator Symineron. I see. But then if you did not know about it, 
nad you tht! k it is wrong, there must have been some policy above vou 


{ 


which was formed in order to carry on trade with Communist China. 
ad vou » part of that without knowing about it? 

Mr. Warsn. Yes, sir. We were part of it. The only law that I 

really know of that governs or has any bearing on shipping is the 

ECA Act, which requires 50 percent on American vessels, 50 percent 

on foreign. Other than that, it is open trade. 

Senator Symineron. Well, do you think the people in Mutual 
Security knew that the boats were going into Communist China and 
picking up cargoes there, and delivering cargoes there ? 

Mr. Warsu. That I really do not know, sir. 

Senator Symineton. Mr. Walsh, you and I have worked together, 
and you are an intelligent fellow. Did it not ever come up when 
you discussed it ? 

Mr. Warsu. No, sir, it never came up. I have heard it discussed 
in East-West trade operations, but never insofar as the actual ship- 
ments involved were concerned. 

Senator Symineron. So the General Services Administration did 
not have any idea about what was going out on the boats that were 
bringing back what they wanted for the stockpile. Is that right? 

Mr. Watsnu. That is correct, sir. 


were, 
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The CrarmMan. It seems inconceivable that since the war has been 


Fone on—how many years 1S 1l now; about 3 years; 18S 1t not (—our 
Government has been paying shipowners, keeping them in business, 
understanding. , 

i may say J lo not blan e you gentlemen. I want to thank you very 
much for the excellent co ration that vou have ey to Mr. Kem edy 

cl Mr. lay ! ut ~Olne ne, sol eplace i} of certainh 
to put it mildly, very, very un il activities. 

Mr. FuanaGan. Mr. Walsh, before you leave the stand, is it not 
true that the British Blue J nel L is cart Oo ( rooes of tin and 


rubber out of the Far East for you? 

Mr. Warsn. Rubber carried from the Far East is carried by all 
those vessels in the Far Eastern Conference. and the Blue Funnel 
Line is one of those. 

Mr. FLANAGAN. It is one of the largest: is it not? 

Mr. WausH. Yes, sir. So therefore they would be carrying rubber. 


Mr. Fuanacan. And also carrying tin 4 

Mr. WALSH. Wedo not import tin. That is Imported by REC. 
Mr. FLANAGAN. ‘Lhe same conference cart s tin: doe t not é 

Mr. Watsu. The same conference lines ear ry tin. 

Mr. FuanaGan. That would include Blue Funnel ? 

Mr. Watsu. That 1 only that which would or inate as m tal } 


Singapore. 

Mr. Fuanacan. You heard Mr. Kennedy’s testimony this merning 
that since the Korean war 28 Blue Funnel vessels have been encaged 
in the China trade? 

Mr. Watsu. Yes, sir; I heard that. 

Mr. FLANAGAN. Was that the first time you heard that the Blu 
Funnel was engaged in the China trade / 

Mr. Wausu. Yes, sir; it is. 

Mr. FLANAGAN. I have no further Cpue stions oT these witnesses. 

The Cuatrrman. May I ask you one question ? 

You gentlemen over there have a huge staff, and I just wonder why 
we have to wait until 2 of my investigators uncover this materia! 
We cannot run this Government by congressional committees. It just 
seems that it is hard to understand why we must wait to uncover this 
by the very, very few investigators we have. We have an instance 
here, and we have it in other stages of our investigation. For exam 
ple, the other day 2 of our young men went to Germany, to Munich 
They uncovered the fact that there was a man ostensibly a Communist 
lecturing on our payroll. We found that the Information Service had 
some 3,000 or 2,800 people over there, but they do not discover t] 
until 1 or 2 congressional investigators do it. I just wonder why this 
could not have been discovered before. 

In fairness to you, I should, I think, have the record show that per- 
haps you were not bound to do it; because apparently the policy was 
not to object to paying the companies that were aiding the enemy. 

Would you care to comment on that ? 

Mr. Srence. Senator, I might comment with respect to Agricul- 
ture. We have a staff of 5 people. The Agriculture Departnient 
staff engaged in booking vessels is composed of 5 people. It is an 
activity which is carried on as agents for MSA, merely for the purpose 
of booking the vessels and getting the cargo out. We do not have a 
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staff, and never have had one, of that nature that could be used for 
investigating activities as to vessels beyond the extent to w hich we use 
them. That is about the only explanation I can give, sir. 

Senator Jackson. Might I ask one question # 

The CHatirnMan. Senator Jackson. 

Senator Jackson. Has there been any discussion, in working out 
the charter rates, as to the comparison of charges, if it is a one-way 
trip, so to speak, or if it involved stopping at other ports, so that they 
would come back with a full cargo ¢ Has that been cliscussed when 
these charter rates were made ? 

Mr. Mason. Yes, sir. 

senator JACKSON. Well, what is the difference in the charter rat 9 
or the rates charged, if they were to make a one-way trip; that is, a 
loaded cargo out to Formosa, and coming back empty ? 

Mr. Mason. That is very hi hard to definite ly determine. We have 
largely for the Army attempted, for cargoes going to Okinawa, on a 
charter, to arrange to put the man in position to bring back a cargo of 
general nature from Japan or some place like that. 

Senator Jackson. In working out these charter rates, did the ship- 
ping people talk to you about the fact that they might be carrying 
goods to Hong Kong and t: aking material back? That is what I am 
leading up to. 

Mr. Mason. Well, if it is a charter, we take the entire ship. It is 
entirely loaded with our merchandise. 

Senator Jackson. Is that a bareboat charter? 

Mr. Mason. Yes: it is a bareboat charter. And there are a few 
occasions where we have put a little additional stuff on, mostly for 
relief purposes and things of that kind. 

Senator Jackson. But did they not discuss with you the alternative 
possibilities, that if full utilization of the vessel could be had, the 
rates would be less, and if you lay down certain conditions the rates 
would be higher? 

Mr. Mason. We have no cargo coming back to the United States, 
Acriculture doesn’t. We do see a reflection in our charter rates, when- 
ever some owner has a possibility of bringing back something from 
the Philippines or Japan, and it is reflected almost immediately in 
the offers that they make to us and when we begin to trace it down 
as to why he is cheaper than somebody else. 

Senator Symrneron. Let me ask you a question. You are inter- 
ested in the company handling the Government cargo on the basis 
of a fair profit only; are you not? 

Mr. Mason. That is right, sir. Yes, sir. 

Senator Symineron. If the boat goes from here to there, or comes 
from there to here, and then goes back with a cargo, they are going 
to make more money with a two-way cargo than w ith a one-w: ay c argo? 

Mr. Mason. Of course, sir. Yes, sir. 

Senator Syminaton. Therefore, when you were interested in mak- 
ing the arrangement whereby you were getting cargoes in here, you 
would naturally be interested in what was going out from here, as a 
straight matter of business, whether they had a two-way cargo; is 
that not right? 

Mr. Mason. That is correct. 
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Senator Symrneron. If that is true, how is it possible for you not 
to know anything about what they were taking from here into Com- 
munist China? 

Mr. Mason. Our boats only in one case ever took anything into 
Communist China. 

Senator Symrneton. I beg your pardon? 

Mr. Mason. Only one boat ever took anything into Communist 
China. 

Senator Symrneton. But did you not discuss what they were tak- 
ing from this country as a part of the discussion of whether it was a 
two-way haul or one-way haul? 

Mr. Mason. What was taken from this country to Formosa was our 
cargo. Of course we knew that. After that, we didn’t have any idea 
as to what they were going to bring back. 

Senator Symineron. Let us forget it from your standpoint, if there 
was only one boat involved. 

How about it, Mr. Walsh, from the standpoint of the General Serv- 
ices Administration ? 

Mr. Watsn. Sir, most of these boats carried European cargoes, 
according to the testimony, or cargoes that did not originate within 
the United States. These vessels or sister vessels are engaged in that 
type transportation. For example, on the Blue Funnel Line, the 
Blue Funnel Line is a member of the Far Eastern Conference, which 
operates to the United States. I don’t believe any of those vessels in 
that Far Eastern Conference touched any of the Chinese ports. But 
sister ships operating from European trade are the ones that were 
carrying cargo there. 

Senator Symtnoton. In other words, they picked it up here, and 
they took it to another port, and they transferred it to a sister ship of 
the same line, and that sister ship took it to Communist China ? 

Mr. Watsn. No; they did not pick it up here according to my knowl- 
edge. It is merchandise originating in Europe and flowing to China, 
or vice versa. 

Senator Symrnetron. And the problem, then, is a corporate problem 
and not a physical question of the boat in question. Is that right? 

Mr. Watsn. That is correct, sir. 

The Cuarrman. May I ask you this? Maybe Mr. Kennedy might 
be able to answer this. I do not know. Do we know what flagships 
are carrying from Ceylon to Red China? We found a tremendous 
increase in the rubber shipments from Ceylon to Red China over the 
past period of time. 

Mr. Warsn. From the information I have seen in cables, sir, that 
referred to Polish lines. 

The CHarmman. In other words, you think that is mostly Polish 
flagships. ; 

Mr. Watsn. Yes, sir. 

The Cratrman. Do you know what nationals own those Polish 
flagships ? 

Mr. Watsn. No, sir; I do not. 

The Crarrman. Bob, do we have much information on that? 

Mr. Kennepy. No, we do not. I believe they are Polish ships. 

The Cratrman. May I say I think you gentlemen have performed a 
valuable service today, when you all agreed that it would be wise to 
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quit paying co mpanies for transporting our goods that are also being 
paid by Red ¢ hina. I think you have probably done as much as any 
Government ollicials have done for some time to diseoi rage that trade. 
| think you have performed a eood service today to our forces in 
Korea. and I want to thank vou gt ntlemen very much. 

Mr. FLANAGAN. Just one more question, tO ¢ lear the record. I want 
to ask this of Mr. Ma ason, 

Mir. M tsoh, there as to your knoy \ le (lee only one s hip, the Nordic 
which was e Nos eet in this trade. You dor } t ki how whether or 
not there were any oO Ties clo you ¢ You are hot sure ¢ 
fr. Watsu. Weare not sure. We have gone over the list very care- 
fully, and we can’t find any evidence of it. 

Mr. FLANAGAN. Do vou know whether sister ships of vessels that 
wre carrying your eoods, In other words, ships managed by the same 
owners, are engaged in this dual trade / 

Mir. WALSH. We have not been able to locate one, and | went over 
the entire list. 

Phe Cramman. May I ask you this question? Mr. Kennedy has 
testified that 82 vessels have been e ngaging in trade with Red China, 
while their sister ships were engaging in trade for us. 

Would you have any reason to question those figures ? 

Mr. Mason. I have no reason at all to question the figures. 

the Cuatrman. Let me ask you, Bob: There is no question but 
what that is the absolute minimum; is that right ? 

Mr. Kennepy. Absolutely. Those ships are all documented, as far 
as the sister ships are concerned. 

The CuHatrMan. Thank you, gentlemen. 

Mr. Franacan. Now, will the witnesses from the Defense Depart- 
ment and Mr. Syran of MSA come up? 

‘ o CuatmrMan. Will you raise your right hand? In this matter 
now in hearing before the committee, do you solemnly swear to tell 
the truth, the whole truth, and nothing but the truth, so help you God? 

Mr. Hanapy. I do. 

Mr. Syran. I do. 

Mr. Franacan. Mr. Halaby, will you give your full name and official 
position for the record ¢ 


\ 


TESTIMONY OF N. E. HALABY, DEPUTY ASSISTANT SECRETARY OF 
DEFENSE FOR INTERNATIONAL SECURITY AFFAIRS; AND 
ARTHUR G. SYRAN, DIRECTOR OF TRANSPORTATION, MUTUAL 
SECURITY ADMINISTRATION 


Mr. Hanany. N. E. Halaby, Deputy Assistant Secretary of Defense. 
Mr. Syran. Arthur G. Syran, Director of Transportation, Division 
of the Mutual Security Avene y. 
Vir. FranaGan. Mr. Ha laby, could you tell the committee the extent 
of the chartering operations or r ship yping operations in which the 
Defense Department was engi is a just generally f 

Mr. HauaBy. Generally, t e De partment of De fense meets almost 
all of its military resuineanetite for shipping from United States ship- 
ping services and from the Military Sea Transportation Service. Our 
policy is to rely praen upon that first pool of shipping. 

Of the approximately 540 vessels which are now operated by or for 
the Defense Daseciad nt, only 7 of them are foreign-flag vessels. Our 
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priority, as say, is first out of the United States Shipping Services 
and the Mili | ily Sea Tr: uisportation Service . and second Grovern 
ment-owned ship ping activi ated from the National Defense Reserve 
Fleet under the jurisdiction of the Maritime Administratio 1 and 
operated for the National Shipping Authority by private United 
States ship operators under the o neral agency agreement. 

In the event that United States-flag shipping is not available under 
these conditions, the Department employs foreign-flag shipping only 
to the extent necessary to meet urgent military requirements which 
cannot be met in time by other means. 

The CnarrMan. May L interrupt? Has Mr. Mason left? 

Mr. Mason. No, sr. 

The CuamrmMan. Will you stay with us, Mr. Mason? We have some 
additional information we would like to go into after we get through 
here. 

Mr. HALABY. At the present time, the Defer se Department has oll 
charter 7 vessels under foreign flag, 4 ships sper ially equipped and 
constructed to handle heavy- built equipment. | believe they are called 
heavy lift vessels. ‘These are required in connection with the present 
Korean operations. No United States-flag ships of this type are 
currently available. 

These ships are the E'mpire Wallace, the P Dall 2d, the Baro 
Fells, the Belle Ocean. The Belle Ocean is a contribution of the 
Norwegian Government to the U.N. operations in Korea. 

The other three are small landing craft tisted under American 
Coastal Lines. They are the Ann Ca//, the Vera G, and the Pi pot. 
These vessels are owned and operated by United States citizens. 
They are registered under foreign flag, because they cannot obtain 
Coast Guard certification for United States registry, due to their 
characteristics as amphibious landing craft. 

From all the available evidence that I can find in the Department 
of Defense, we are not now chartering any vessels of foreign-flag fleets 
which, to our knowledge, are engaged or have peen engaged In trade 
with the Soviet bloe, including Communist Ch 

The CuarrmMan. Does that include not merely the specific ship that 
has been m trade with Communist China but any ships of the same 
shipping firm or corporation 

Mr. Hat ‘By. Yes, si 

The Cuatrrman. In other words, your Department is not engaged 
in this practice of paying a corporation to handle your cargoes, which 
is also handling the cargoes for Red China ? 

Mr. Harasy. That is correct. 

The Cuamman. Do you know how long ago you started to follow 
that practice? I think it is an excellent practice, of course. 

Mr. Hatapy. Well, traditionally, the Navy and the Defense Depart- 
ment have always preferred to hire American vessels. 

There has only been one - :parture in any substantial extent, and 


} 
i 
S 


that was during the » most eritical part of the Korean oper: ition. Dur- 
ing’ that time, we did hire. on ¢ ‘harter bas] . certain vessels 4 ] Wol Id 


like t o give you that story. 
The CHarrman. May I first ask you this question: Do you agree 
with the three gentlemen that just left the stand that it would be a 
t 


good idea to have a firm policy of no longer giving business to a ship- 
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ping company that is dealing with Red China, dealing with our 
enemy ¢ 

Mr. Harasy. From our Department of Defense point of view, that 
is our policy. 

The Ciarrman. Pardon me. Go ahead, sir. 

Mr. Havasy. I think we have given to the subcommittee a list of 
all foreign-flag vessels chartered by the Department of Defense since 
advent of the Korean emergency. I believe Mr. Flanagan and Mr. 
Kennedy have that list. That list contains the names of several vessels 
of foreign fleets which have engaged in trade with the Soviet bloc. 
Chartering of these vessels was forced upon us by the demands of 
the military emergencies which developed in Korea, since adequate 
United States shipping simply was not available to meet urgent 
United States military requirements. These foreign-flag vessels were 
used for such urgent military missions as the transport of troops and 
equipment to Korea, the invasion at Inchon, and the evacuation of 
the marines and others at Hungnam. 

As soon as sufficient United States-flag vessels and reliable foreign- 
flag vessels became available, use of these flag vessels was discon- 
tinued, and as far as I can determine, by the end of 1950, the present 
policy and procedure, which I have already described, was placed in 
effect. 

I would want to make one point clear, Mr. Chairman, and that is 
that we must have some flexibility in an emergency, in a military emer- 
gency or in military necessity, where we can’t get United States vessels, 
where we can’t get foreign-flag vessels of the type that we want to 
hire. We may, in an emergency, on a limited basis, for a specific 
military emergency, have to hire a vessel we don’t want to hire. But 
I am sure you appreciate that situation, a situation like Hungnam or 
some other situation. 

Mr. Fianacan. But you do feel that on a day-to-day operating 
basis, at least so far as the Defense Department is concerned, you 
should refrain from using vessels owned by companies that engage 
in this trade with China or Soviet intrabloc trade in Europe. 

Mr. Harany. That is our firm continuing policy. 

Mr. FLanaGan. Have you ever discussed that policy with the MSA 
or the State Department ? 

Mr. Hauapy. I personally have not. 

Mr. Fianacan. I am asking you as a representative of the De- 
partment. 

Mr. Hatary. I am a pinch-hitter here today. I can only bunt on 
that pitch. I would say that our Departments have been in continu- 
ous consultation. The other agencies know of our policy. And they 
may have reasons for not following it specifically, but they know of it, 
and they know our position. 

Mr. Frianacan. In that regard, if the Defense Department was 
asked whether other agencies should engage in this dual trade, what 
would be your policy recommendation ? 

Mr. Hanany. Well, the Department of Defense does not. make 
policy recommendations to the other agencies. That comes from 
the President and the National Security Council and the Admin- 
istrator of the Battle Act. 

The CratrMan. May I say in that connection: T am sure that the 
President has not been aware of this situation. He has just taken 





CONTROL OF TRAD WITH THE SOVIET BLOC SO 


over a short time ago, and he has a million things to do, and I am cer 
tain he was not aware of the fact that this old policy was established 
by someone, Harriman, I guess, and I do sal know who has been 
carrying it over. 

Senator SyMINGTON. Mr. Halaby, vou would not make the policy, 
but as a statutory member of the National Security Council, you would 
be involved in the polie Vv. and you wou ld be in pos tion to recommend 
policy to the De ‘partment. 

Mr. Hatary. That is true, sir. 

Senator Symrineron. Do you happen to know what the policy has 
been in the National Security Council with respect to this particular 
matter ¢ 

Mr. Hatasy. As far as I know, there is not a a NSC policy on 
this dual trade question. The matter is, as I believe Mr. Stassen testi 
fied here a couple ot weel Sago, be Ing reviewe | Ly \ ee N; tions il So ‘urity 
Council at the present time. And I understand that within a matter 
of a few weeks there will be a new paper on it, and perhaps it will 
cover this point. 

Senator Symincron. Would you find out at your convenience for 
the record of the committee what the position was of the Department 
of Defense on this matter, and if they feel they can give it without 
violating security / 

Mr. Haasy. The position of the Department in the NSC on this 
matter / 

Senator Symineron. Yes, sir. 

Mr. HaALaApy. I will try to do so. 

Mr. Franacan. This may be an unfair question. I realize you are 
here pinch-hitting for Frank Nash today. But do you not think it is 
time that the National Security Council actively considered this prob 
lem ? 

Mr. Hanapy. I do, and the Executive Secretary of the Council has 
it on the caine and the paper is being worked on, as Mr. Stassen 
testified a couple of weeks ago. 

Mr. Franacan. Mr. Syran, as Chief of Transportation in MSA, 
has rer problem of dual trade, either on ta part of western flag ves- 
sels, or, prior to our embargoes, on the part of American-flag vessels, 
ever come to your attent ion ? 

Mr. Syran. Oh, yes. 

Mr. Fianacan. As a matter of fact, I recollect that about a year 
ago you testified before this committee in a tanker case, on those 
tankers owned by the China International Foundation. 

Mr. Syran. That is right, sir. 

Mr. Franacan. Of which Newbold Morris was president. You had 
quite a bit to say at about that time. 

Mr. Syran. Yes, sir. 

Mr. Fianacan. And just so that the record will be complete, I will 
read from exhibit No. 42, which was in our hearing at that time, when 
you were talking about dual trade on the part of American flag ves- 
sels which were then not embargoed. 

It does not seem just to us that we should be paying an American-flag tanker 
dollars for the carriage of ECA cargoes while at the same time the same vessel 
or a sister vessel would be trading for the distinct advantage of Communist 
China. 
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That was a memorandum dated May 3, 1950. 

Mr. Syran. That is right, sir. 

Mr. iy ANAGAN Now, do Vou feel that aA western {lao vessel, a vessel 
of oul allie bs should | le W ’ e. on the one hand, be carrying United 
stats cargoes, al d on the other hay d he « arrying cargoes into Com- 
munist China, or in intrabloe Soviet trade in Europe / 

Mr. Syran. No, obviously not. The desire is to clo everything that 
we can to frustrate that trade, and my own position back in 1949, the 
vear before Korea, was the same way. But there area number of other 
col deration that come up aut th ~ time, which a single agency like the 
MSA cannot take action alone. It must act in unison with all the 


other Government agencies on one policy made by the executive branch 


of the Government. 

Senator Syminoron. Could I interrupt you there? What was the 
poli vy made by the executive branch of the Grovernment to whieh you 
refer ? 

Mr. Syran. Well, there hasn’t been, so far as I know, a direct policy 
of the executive branch in connection with the shipping aspect of 
East-West trade. 

Senator Symrneron. Then why discuss it, if there has not been any? 

Mr. Syran. Because they are discussing it now. 

Senator Syminaton. I see. 

Mr. Syran. It is now pending. 

Senator Symrneton. But before you were not operating under an 
executive policy? You did not have an executive policy before? I 

ist wonder why vou brought it up, if there is none. 

Mr. Syran. Iam merely bringing it up, Senator, because of the fact 
that 3 or 4 witnesses testified a few minutes ago regarding the use of 
those vessels. From a pure transportation point of view, they inter- 
pose no serious obstacl] > ~P irticularly at a time like this. when there 
is a surplus of shipping. But an individual agency cannot take too 
many steps regarding all flag vessels in restraint of what they do, with- 
out operating ona single executive poliey with respect to that type of 
trade. And I understand that it 1s now under study, and that we 
may have ina very short time a determination. 

Phe CHamman. First let me say that I recognize you are merely 
on an operating level 

Mr. Syran. Yes, sir. 

The CratrmMan. You do not make policy. 

Mr. Syran. No, sir. 

The Craimman. So that what has been done is not any fault of 
vours, I gather. You have not been called in, and your advice has not 
been sought, as to whether the policy should be changed. But do I 
understand that ever since the Korean war started, up until this very 
moment, there is no pohiey, no Government policy, to refrain from 
financially aiding shipping companies that are in turn aiding the 





Mr. Syran. I don’t know of any such policy. 

The Cuatrman. But you say that this now is under discussion, and 
ome p cy may come out of the present discussions, 

Mr. Syran. Yes, sir. 

The CratmMan. I may say I certainly hope that some policy does. 


It is long overdue, about 3 years and many, many lives overdue. 
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Mr. VLAN AGAN, | might state here for the re ord that Colonel J ran 
is on the operating level. He is in charge of certain transportation 
problems, and he is not a policymaker. [also might state that based on 
our investigations last year and prior to that time, we know his posi- 
tion. And I want to question him some more about that. 

The CHarrmMaNn. | think the record should show also, as you and Mr. 
Kennedy have told me, that Mr. Syran has cooperated fully with you 
in giving you all the information he could. Is that correct? 

Mr. FLANAGAN. That is true. 

Mr. Syran, following your testimony and the testimony of other 
Government officials last spring before this committee in our report 
on the sale of Government-owned tankers, which was dated May 29, 
1952, we said this: 


For several months prior to April 1950, responsible officials of ECA were aware 
of the fact that these tankers were engaged in Communist trade, and pointed 
out the incongruity of the situation whereby an American shipping firm was 
receiving ECA funds on the one hand, which funds were being used to stem the 
tide of communism, while on the other hand that same firm was engaged profit- 


ably in the Communist oil trade. 


Now, as you have testified, you have been aware of that situation 
since even before the Korean war, have you not ¢ 

Mr. Syran. Yes. 

Mr. Fianacan. And you also feel that it is incongruous for our 
western allies to be engaged in this dual trade? 

Mr. Syran. Obviously, any conflict of that kind is something that is 
irritating. 

Mr. Fianacan. It is a strange position when you are dealing with 
a friend on the one hand, and a foe on the other, is it not? 

Mr. Syran. Yes. That is right. 

Mr. Franacan. Now, Mr. Syran, have any policymaking officials 
of either the Mutual Security Administration, or the State Depart- 
ment, approached you, the Director of Transportation, and asked your 
point of view on it? 

Mr. Syran. Yes, they have. 

Mr. Franacan. When ? 

Mr. Syran. Oh, it has been going on for several months; easily 
that, and maybe longer. 

Mr. Fianacan. What do you think is the reason why now, in May 
of 1953, while you people have been considering this problem since 
1949, there still isn’t a policy decision? Do you know why? 

Mr. Syran. I can’t give you any explanation as to that, except that 
I know that in all these matters the State Department gives us guid- 
ance with respect to international affairs, and since the problem 
involves the vessels of flags of many countries, members of NATO and 
members of OEEC, those dealings as to what they ean do or what they 
cannot do are a matter for the State Departme: t. 

Mr. Franacan. You heard the testimony here this morning from 
the major agencies that are financing United States cargoes, Defense, 
Agriculture, GSA, and these three agencies and yourselves all agree 
that the trade should be stopped and that could be done without any 
undue hardship to the carriage of that trade. In view of that testi- 
mony, do you feel that all these agencies should get together and 
present their point of view to whoever the policymakers are? 
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Mr. Syran. Not only is the answer “Yes” to that. but I believe that 
they have representatives at the various levels of t he various com- 
mittees that are considering this problem at this time. 

Senator Symineron. What is your title in Mutual Security ! 

_ Syran. Director of Transportation. 

nator SyminecTon. Are you the operating head of Transportation ? 

Mr. Syran. Yes, sir. 

Senator Symineron. To whom do you report in the agency 4 

Mr. Syran. Through Dr. Fitzgerald to Mr. Stassen. 

senator Symineron. To whom did you report: in 1952, when you 
were running it then ? 

Mr. Syran. Approximately the same: at that time it was Mr. 
Harriman. 

Senator Symrneron. And who was your immediate superior ? 

Mr. Syran. At that time, Dr. Fitzgerald. 

Senator Symrneron. Is he still with the agency ? 

Mr. Syran. Yes, sir. 

Senator Symineron. So that you and Dr. Fitzgerald have known 
about this since 1949 ? 

Mr. Syran. Well, not this item. We were dealing with the tanker 
trade in 1949, 

Senator SYMINGTON. Well. the ceneral problem of dealing with the 
enemy after, we will say, June 1950? 

Mr. Syran. I will go back Senator to 1949; yes, we knew it. Asa 
matter of fact, we have been watching this since December of 1948, 
when the Communists began coming down the coast of China. 

Senator Symineron. And you thought it was wrong? 

Mr. Syran. Yes. 

Senator Symineron. And you told people you thought it was 
wrong ¢ 

Mr. Syran. Yes. 

Senator Symineron. Who did you tell in your agency ? 

Mr. Syran. Well, through the normal channels to everybody 
higher authority since that time. c , 

Senator Symrneron. Well, there were only two people in higher 
wuthority, as [ understand, Dr. Fitzgerald and now Mr. Stassen, and 
before that Mr. Harriman. Is that right ? 

= Syran. Yes; and before that, it goes back as far as Mr. Hoffman. 

senator Syminoeron. Mr. Hoffman. 

Ha ave you got records of your protests on this? 

Mr. Syran. I didn’t make any protest, Senator ; I called the matter 
to their attention as to what was going on, and I made certain recom- 
mendations. 

Senator Symrneron. Did you tell them you thought it was wrong? 

Mr. Syran. Yes. 

Senator Syminoron. That is sort of a protest, wouldn’t you say ? 

Mr. Syran. They agreed. It is not a question that Mr. Hoffman or 
Mr. Foster, who later became Under Secret: ary of Defense, didn’t 
agree. They encouraged me to go on with the tanker operation in 
1949, which was a year before Korea. 

Senator Symineron. In other words, after you said you thought 
it was wrong, they encouraged you to go ahead with what you were 


oe 
dome / 
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Mr. Syran. That is right. I had complete support of Mr. Foster 
and Mr. Hoffman and Mr. Tighe Wood. 

Senator Symineron. Would you say that their policy was for deal- 
ing with Communist China as a policy of the Government ? 

Mr. Syran. No; we were fighting a cold war, Senator, and we 
wanted to do everything we could to prevent such things. 

Senator Symineron. Who were the ones, then, that prevented you 
from doing it ? 

Mr. Syran. There wasn’t any prevention. In the last 6 months, 
when the matter of shipping came up, as one facet of the overall prob- 
lem of East-West trade, and all the other multip Oa 

Senator Symineron. You see, everybody this morning has said that 
they thought it was wrong, and e »verybody has said they would like to 
have seen it changed, and yet, based on the testimony that has been 
going on, it appears that it was not changed, and I was just wondering 
who made that possible. 

Mr. Syran. I don’t know. 

The CuarrMan. It is almost impossible to understand. You say 
as early as 1949—and your testimony is backed up by your testimony 
in the record—you were protesting. You were saying to Mr. Hoffman 
and Mr. Foster and, I assume, Mr. Harriman, that, “We should not do 
this.” You said there was a surplus of shipping, so there was no rea- 
son for doing it. 1 am just wondering why someone during this 
4-year period | did not say, “All right. Let us stop it.” It is hard to 
understand this constant lateral pass play back and forth. “No one 
has the ball.” 

Who has it? 

Mr. Syran. I don’t know, Senator. 

Senator Syminetron. Mr. Chairman, I would suggest that Dr. Fitz- 
gerald, who Mr. Syran says is his immediate superior now and before, 
be called to testify. 

The Crarman. I think perhaps we should call Mr. Harriman and 
Mr. Hoffman in to try and find out why they did not do something 
about this. ‘They knew about it. 

We have your sworn testimony, here, Mr. Syran, several times. 
How many times did Mr. Syran appear here ¢ 

Mr. M1 ANAGAN. He appeared last year in the tanker hearings 

The CuairMAN. So there is no secret about the fact that you, as 
transportation officer, knew this was wrong. And as you say, you did 
not keep this a secret from your superior. 

I think, Counsel, we should have Mr. Hoffman and Mr. Harriman 
in and find out why they did not do anything about this. 

Mr. Syran. I think Mr. Hansen may oe able to answer some of the 
questions. He is here. 

Mr. FLanaGan, On that point, Mr. Kenneth Hansen, who is Deputy 
Administrator, and has been for some time, is here, and he may be able 
to throw some light on that question. 

The Cuairman. Any further questions? 

Senator Jackson. Just one question. 

Has there been any discussion, Mr. Syran, about the real problem, 
the problem whether we ought to cut off all trade between the east and 
the west ? 

Mr. Syran. That is beyond me. I haven't engaged in any. 
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Senator Jackson. And Mutual Sec rity has not discussed that? 

Mr. Syrran. That beyond me. That is beyond my province, 
Senator. 

The Cuamman. May I say, Senator Jackson, in that connection— 
and Mr. Kennedy, if | am not correct in the dates, will you 
correct me ?—that in the House of Commons, as late as about a month 
ago, or rather 3 weeks ago, the statement was made t hat it was the 
policy of the British Government to protect all British-flag ships 

egitimate trade with Red China if anyone interfered with 
them. That would make the problem that you mention rather diffi- 
cult. unless we can succeed in pullin oe those ships out of the trade. 

Senator Jackson. Well, Mr. Chairman, the only point I am making 

that if our objective is to stop western cvoods from moving’ into the 
Soviet world—lI inelude the satellites—it w ould oceur to me t hat we 
would have to stop the indirect trade. If the French ship material 
to Pol d,. ind Poland transsh P it to the Soviet Union, and the 


Soviet Union ships it on to China, for example, trade, and critical 
tems that trade, are moving tothe enemy. I mean, as I look at this 
problem, it is more than just vessels moving across the waters. We 
nN » Th s overall problem of what we are coiling to do aoout trade in 
behalf of the western nations with the Soviet and the Soviet bloc. The 


fact that it does not move direct to the enemy does not mean it is not 
{ oO there. And you have this tre mendous trade. 

The CuarrMan. Senator Jackson, may I tell you in connection with 

that, that the information indicates that Macao, the Portuguese pos 
( lion, IS one of the very Important pon ts of trar sshipment. 

Senator Jackson. That is right off of Hong Kong. 

The CHAIRMAN. Yes. 

Senator Jackson. Well, the reason I raise this issue: I think it 
might be well for us to ascertain how much money is involved in such 
a stoppage. I think if you are going to the heart of this problem, you 
have to really cut off east-west trade, as such. It was my recollection 
at one time, when I went into it a little bit- and maybe you can 
answer this question that Western europe has been dependent on 
Kastern Europe for a large part of its food. 

Mr. Syran. To a large extent; yes. 

Senator Jackson. To a substantial extent. And to overcome the 
defici ney, we would have to ante up about $3 or $4 billion over and 
above what we are now providing to Western Kurope in the way of 
military assistance and economic assistance. 

Mr. Syran. That is right, Senator. ‘There would be a little bit 


1 


more than the money involved. There would be the foodstuffs 


Senator Jackson. Yes; I am suggesting that the United States 
would have to supply the material that they are now vetting from 
Eastern Europe, which would mean that we would have to ante up, or 
somebody would, $3 or $4 billion to buy those goods elsewhere. Am 
l right ? 

Mr. Syran. You are quite right, Senator. 

Senator Jackson. I am trying to approach this problem and trying 
to get to the heart of it. Is that not what this boils down to? Because 
if the British ship to France, and it goes on into the satellite countries, 
and then it is transshipped again to China and North Korea, they are 
getting it all. 
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Senator Symineron. I think you might be oversimplifying it a 
little bit there, because it was not too long ago that British-flag ships 
were shipping rubber directly, under the British flag, from Singapore 
to Odessa. Also, recently we have been talking about a shipment of 
aviation gasoline. And that, no doubt, is a very important problem. 

I think there are two sides to it. There is the question of shipping 
strategic war materials to the enemy. That is one thing. And then 
you have the very broad problem that you are talking about, which 
is the other. 

Now, however, just thinking out loud, I would like to ask a question 
of Mr. Syran. 

Senator Jackson. Let me say that it was my understanding that 
when the Soviet shipped food to the British and to other countries, 
they were, 1n effect, demanding that they vet strateol materials of one 
kind and another. They may not be called strategic, but that is a part 
of the bargaining, of the trade barters, and everything else that has 
gone on. ‘Lhey are ina position to demand it. 

Senator Symineron. What I was trying to get at, Senator, is that 
everybody that has appeared before us this morning seems to think 
that it is wrong, what they are doing, whatever it is that they are 
doing, and yet nobody seems to know who it is that fixed it so that 
they are doing what they think 1s wrong. 

Senator JAcKson. That is true. I agree with that. As I look at 
this matter, what we are doing is trying to slow down the conven- 
ience of transportation. I mean, instead of shipping it direct, we are 
cutting down that area; but, they can still go through the back door 


and get the goods in through other means. That is what I am con- 
cerned about. Iam not minimizing this. Lam just pointing out that 


I do think we have an overall consideration that we might go into. 

The CnHarrman. Of course, if you can do this, Senator: If you can 
keep ships from going into Communist ports, you have pretty much 
broken the back of east-west trade; because they only have that one 
railway, as you know. 

Senator JACKSON. It makes their transportat ion of goods that much 
more difficult. 

The Cuairman. Almost impossible, I understand. 

Senator Jackson. Are they not building a double track across the 
Siberian area ? 

The Cnarrman. They can get material across that track. No ques- 
tion about it. 

Senator Jackson. But we are helping to break down their rail 
system. 

The CHarrman. Right. 

Mr. Fuanacan. And on that same point, Senator Jackson, the So- 
viet bloc is very short of ships. My recollection of the statistics is that 
of the 80 million tons of shipping, only 2 million tons are controlled 
by the Soviet bloc, and most of those are old broken-down ships. That 
is why we are talking now about taking some steps, whatever steps are 
Somers to reduce the shipments into Red China and to reduce intra- 

loc trade in Europe. Because all the western-flag vessels we can pul! 

out of that trade will have to be replaced either by Soviet flat vessels 
or by the trans-Siberian railroad, which is probably already over- 
burdened, carrying supplies to fight us in Korea. 
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Senator Jackson. What we are really doing is not only embargo- 
ing trade, if it is successful, but embargoing the transportation to 
the Philippines. 

The Cuamman. In that connection, I think Mr. Kennedy should put 
in the record the increase in trade between Britain and Red China 
the first few months of this year as compared to the first few months of 
last year. Ithink you might like to have those figures, Mr. Jackson. 

Mr. Kennepy. The United Kingdom exported to China in 1951 $8 
million worth of material; in 1952, $13 million; and January and Feb- 
ruary of 1953, $5,748,000. 

The Cuairman. Would you compare, Mr. Kennedy, the shipments 
in January of 1953 with January of 1952, if you have those figures ? 

Mr. Kennepy. I will have to get those out. 

The Cuarrman. I think I can give you the figures just roughly. In 
January of this year, the total v: alue cf the shipme nts to C hina was 

200,000 pounds, I Snadish pounds, as against 74,000 pounds’ worth of 
material last year. Is that roughly correct, Bob? 

Mr. Kennepy. I will get that. 

Senator Jackson. What is the nature of the cargo? 

The Crairman. The cargo is largely textile machinery and chemi- 
cals. The chemicals we have checked on, and we find that to a great 
extent it is sodium. Now, sodium can either be of no importance at 
all in the war effort, or of tremendous value in the manufacturing of 
explosives. 

We have contacted the State Department on that, and they have 
been in touch with the British, and the British have assured them that 
the type of sodium that they are shipping is of no great value in the 
war effort. However, there is no check beyond what the ship captains 
tell them they are carrying. 

Is that roughtly correct, Bob ? 

Mr. Kennepy. Yes. It is correct. 

In January of this year, the total value of the shipments to China 
was 1,200,000 English pounds, against 74,000 pounds in the same 
month of last year. In February of this year, they totaled 835,000 
pounds, against 42,000 pounds in February of 1952. And 1952 was 60 
percent higher than 1951. 

The Cuamman. I think it might be well if we put in the record the 
complete report from the Sunday Express, Lord Beaverbrook’s paper, 
entitled “Bio Boost in our Trade to China.” 

Mr. Reporter, will you put the entire article in the record at this 
point ¢ 

(The article referred to was marked as “Exhibit No. 2” and will be 
found in the appendix on p. 151.) 

The Cuamman. I would like to, at this point, mention the fact that 
because certain Greek nationals owning various flag vessels have re- 
moved their ships from the trade with Red China and the intra-Soviet 
bloc trade, some 334 million pounds, unfortunately the eecinen 
has grown in the minds of a sizable number of people that the Greeks 
were the principal offenders. Actually, I think that those Greek ship 
owners should get tremendous credit for leading the way and doing 
voluntarily something which there was no obligation upon them what- 
soever todo. And perhaps if our Government follows through on the 
policy that apparently all of the witnesses have agreed should be fol- 
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lowed through. maybe we can get some of the other nationals to re- 
move their ships from that trade with Red China. 

Any further questions? 

Mr. Franacan. Mr. Kennedy would like to put in the record some 
information he has in regard to the use of Agriculture Department 
ships or sister ships in this trade. 

The Cuairman. Mr. Mason, will you come up on this? I believe 
you testified you are aware of only one ship. Mr. Kennedy has the 
names ot other ships, ana ] think we sho ild clive you those for your 
information and put them in the record. 

Will you describe just what this is you are putting in the record 
now, Bob? 

Mr. Kennepy. These are ships and sister ships which have carried 
agricuitural eoods and have gone to ( hin | 

The M ntor, whi hy i Ggreek si » helo ving to the Dracul ~ Co.., 
went direct to China, and also carried agricultural goods, in 1952. It 
hasas ster ship called the Asf risk, which 1s on t] 

Mr. Mason. You mean the list which we n d 

Mr. Kennepy. That is right. The Nordic Star you have already 
o1ven us. The P2 ; 5S Wh h is a Greek a longi 1g to Athene 
Maritime, carried agricultural @oods in 1952 a vent to China 
in 1952. The Stylianos V7 pulos, owned by the Polosipos Co., also 
went direct to China. ; 

Mr. Mason. Were the names the ones registered in Lloyd’s? 

Mr. Kennepy. Yes. 

Mr. Mas N. SO that we can vet it from Lik vd’ ‘ ister ? 

Ir. Kennepy. Yes. We have some sister ships. There is the A?er- 
sten Maersk. 

Mr. Mason. I didn’t know anything about those. 

Mr. IK ENNEDY. ) S-f M-a r-s-le. It belongs to the Moller 
Co., M-o-]-l-e-r, of nmark. And its sister ship was the Leise, 
L-e-i-s-e, Maersk. 

Mr. Mason, ] 

Mr. KENNEDY. ] its sister is the sister ship, the 
Leise Maersk, which carried agricultural : . The Kirsten Maersk 
went to China. The Sa//ie Maersk, belonging to the same company, 
went to China. 

Mr. Mason. How is that spelled? 

Mr. Kennepy. The second word is the same, and the first word is 
Sallie. 

Mr. Mason. Oh. Sorry. 

Mr. Krnnepy. It isa sister 

And the last one that we know of is t 


1 } 


e-h-u-s, which is a sister ship of the J/ 
eericultural goods. The Jf. is t] 


woods and also went to China. but 


I gave vou, which went into China. 


Mr. Mason. A fte the M for cisehar 
it immediately eo to China? 

Mr. Kennepy. This all took place in the year 195! 

Mr. Mason. Let me correct mv te StIMONY lust a | 


My investigation was to the extent that aft 


American cargo, from the best information vet, if did not im- 


; 


31493—53—pt. 2 
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mediately proceed to Chinese ports. In other words, maybe the Men- 
tor might have gone 6 months afterward, and I didn’t chee k on 
that. I only chee ‘ked large ly with the idea as to when we were draw- 
ing up what is known as the Formosa clause, on the basis of 60 days. 
Probably Mr. Kennedy could correct me if I am wrong, that Agri- 
culture ships did not, with the exception of the Nordic Star, go to 
China within 60 days after discharging our cargo. 

The Cuamrman. The thing that we were questioning | you about, and 
you may have misunderstood us, was the number of ships that the 
Agriculture Department chartered while the same companies were 
chartering the same or other ships to carry material to the enemy. 

Mr. Mason. I didn’t intend to testify as to the other ships, because 
I didn’t know. 

The Cuamman,. O. K. Thank you very much, Mr. Mason. 

Any further eau 

Mr. Fuanacan. The next witness will be Mr. Hansen of MSA, 
and Mr. Leddy, Deputy Assistant Secretary of State. 

The CuatrmMan. We will adjourn until 2:30 this afternoon. 

(Whereupon, at 12:20 p. m., a recess was taken until 2:30 p. m 
this same day.) 

AFTERNOON SESSION 


(TI * hearing was resumed at 2:30 p. m.) 

7 e CHAIRMAN. The committee will come to order. 

I night say for the benefit of the press that the executive testimony 
taken in the matter of Wechsler will be made public Wednesday of 
this week. Mr. Wechsler is coming in tomorrow afternoon in execu- 
tive session to give the names of all those whom he knew as members 
of the Communist Party while he was an officer of the Young Commu 
nist League. The reason I mention this now is that, you see, when 
testimony is taken in executive session, the committee has to pay for 
all copies that are made. Our budget is very limited in that respect, 
so we will only have two copies for the press. If the press cares to 
order any additional copies, they may order them at this time and 
have them available Wednesday when they are made public. Other- 
wise, you will just have to div ide up the two copies as best you can. 
— see, we have 3 copies made, and 1 is left in the file. We perhaps 

1 loan out the third copy. But if any of you care to sedis — 
fees the official re porter, you can check with either the official 1 
porter or someone on the staff, and they can let you know what ad 5. 
tional copies would cost you. 

Who is your feet witness? 

We will hear the witnesses from the State Department; and again, 
may I say, all together. 

Will you gentlemen raise your right hand? In this matter now 
in hearing before the committee, do you solemnly swear to tell the 
truth, the whole truth, and nothing but the truth, so help you God? 

Mr. Leppy. I do. 

Mr. Hansen. I do. 

The CuatrMan. Would you identify yourselves for the record ? 





S 
& 


RRR oe eT 


oon 


na 


fr 
a 


St SE 


% 


. 








—— 





CONTROL OF TRADE WITH THE SOVIET BLOC 95 


TESTIMONY OF KENNETH R. HANSEN, ACTING DEPUTY ADMINIS- 
TRATOR OF THE MUTUAL DEFENSE CONTROL ACT; AND JOHN M. 
LEDDY, ACTING DEPUTY ASSISTANT SECRETARY OF STATE FOR 
ECONOMIC AFFAIRS, DEPARTMENT OF STATE 


Mr. Hansen. Kenneth R. Hansen, Acting Deputy Administrator 
of the Mutual Defense Control Act. 

The CuairnmMan. Kenneth Hansen, Acting Deputy Administrator / 

Mr. Hansen. Yes, sir. 

The Cuamman. Who is the Deputy Administrator ¢ 

Mr. Hansen. The Deputy Administrator-Designate is Adm. Walter 
S. Delanay. That has not been confirmed as yet by the Senate. 

The CHatrman. I see. And will you identify yourself, Mr. Leddy ? 

Mr. Leppy. John M. Leddy, Acting Deputy Assistant Secretary for 
Economic Affairs, Department of State. 

The Cuairman. Just for the record, first, Mr. Leddy, how long 
have you been in the State Department ¢ 

Mr. Leppy. Since 1941. 

The CHairman. And what positions have you held in the State 
Department since 1941 ¢ 

Mr. Leppy. I came into the Department at a professional grade of 3 
in 1941 as an assistant in the Trade Agreements Division. I have 
kept in the commercial-policy work most of that time. For a period 
I was the Deputy Director of the United Nations Office of Economie 
Affairs. 

The CuairMan. What years? 

Mr. Leppy. I believe that was 1949—I am not quite sure whether 
that was 1949 or 1950—and the following year I went into the inter- 
national trade policy: then Director of the Office of Economic Defense 
and ‘Trade Policy. My present post is a transitional post, since we 
do not have a Deputy Assistant Secretary of State. 

The Carman. Mr. Hansen, how long have you been in the State 
Department ¢ 

Mr. Hansen. I am not in the State Department; I am in the Office 
of the Director for Mutual Security. 

The Cuamman. Well, that is technically in the State Department, 
| guess; is it not ¢ 

Mr. Hansen. No, sir; it isn’t. It is in the Executive Office of the 
President. 

The Cuatrman. Oh, I thought that was considered as a branch of 
the State Department. 

Mr. Hansen. No, sir. 

The CuHatrMan. Have you ever worked in the State Department? 

Mr. Hansen. Never. 

The CuatrMANn. How long have you been in MSA? 

Mr. Hansen. I have been in MSA—actually, first ECA—since 1949. 

The CuHarrman. Who was the head of ECA at the time you came in? 

Mr. Hansen. At the time I came in it was Mr. Hoffman, followed 
shortly thereafter by Mr. Foster. 

The Cuatrman. And who brought you into the Department? 

Mr. Hansen. I was brought into MSA by Mr. Clyde M. King, who 
was Chief of the ECA Mission to Austria. I was in the Foreign 
Mission. 
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The CHatrman. Where were you working before you came into 
ECA? 2 

Mr. Hansen. I was working forthe United States Forces in Austria, 
Chief of Economic Intelligence, prior to that. 

The Cuamman. You were Chief of Economic Intelligence? 

Mr. Hansen. Yes, sir. 

The Cuairman. And prior to that where were you? 

Mr. Hans N. Prior tothat I was the executive ofc er of the Milit iry 
Intelligence Service in Austria, both as a civilian and as military. 

The Cn IRMAN. You are not any relation to Haldore Hanst 4 

Mr. Hansen. No. sir. , 

The CuarrMan. Proceed. 

Mr. Franacan. On that same point, Mr. Hansen, how long have 
you been in the Mutual Deft nse Assistance Conti »] unit ¢ 

Mr. Hansen. I have been in that unit since October of 1951, after 
the pa ve of the Battle Act. 

Mr. Fianacan. And in what capacity have you been in that unit 
since October 1951? 

Mr. Hansen. First I was Assistant Deputy Administrator in that 
unit, and just for the past 3 months I have been Acting Deputy 
Administrator, 

Mr. Fianacan. Before we get into some specifics that we would 
like to question you about. ] would like to review and get from you or 
Mr. Leddy or from both of you the United States policy with regard 
to certain matters in connection with this Communist trade. 

Now, first of all. what is the policy of our Government, or I should 
sav the ultimate ol jective of our Government, with regard to the use 
of Western-flag vessels in intrabloc Soviet trade, either in Europe or 
elsewhere ? 

Mr. Hansen. I would say t 
with respect to intrabloc trade is a limitation and control of such 
trade as it may appear to be in the security interests of the United 
States and the other countries. 

Mr. Fianacan. What do you mean by limitation and control? 
That you should merely limit the amount of Western flac vessels that 
are intrabloc Soviet-trade operators, or that you should eliminate 
them ? 

Mr. Hansen. The problem really breaks down into a question of: 
What is vour immediate ol jective, and what may be your ultimate 


objective ¢ 


7 


hat the objective of our Government 


The CrratrMan. What is the immediate objective? Is it our objec- 
tive toeliminate our allied flag Ve ssels from participating in the intra- 
Soviet-bloc commerce ? 

Mr. Hansen. If that phrase means that there is a contribution to 
the war potential of the Soviet bloc, that would be our objective, if 
there is a net contribution. 

The Craiman. Well, do you feel that you can ship anything to 
those nations w ithout aiding them economically, and there fore aiding 
them in increasing their war potential ? 

Mr. Hansen. I think it is possible in terms of trade to trade with 
those nations and have a net security advantage to the West. 

The Crarman. How about the trade with Red China? Do you 
feel that you can engage in trade with Red China and have a net 
security advantage to the United States? 
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Mr. Hansen. In certain instances it might be possible, in certain 
direct exchanges, that the returned goods would be more valuable 
than that which you had sent. 

The Cnatrman. Could you give us an instance? We have had 
testimony that there were some 400 cargoes. How many, Bob? 

Mr. Kennepy. There were 445 trips made. 

The Cuairman. Could you pick out a particular trip which aided 
our security and perhaps damaged Red China ? 

Mr. Hansen. I think it would be very difficult to pick one out 
offhand. 

The Cuarmman. Out of 445, if you think there are cases in which 
that shipping might help us and might damage Red China, it would 
seem you might be able to pick out one parti ‘ular trip and say, “Here 
is one that helped us and hurt Red China.” 

Mr. Hansen. I wouldn’t say that it is a matter of hurting Red 
China, necessarily. 

The Cramman. Well, let us say one that helped us. 

Mr. Hansen. I would say that as far as past shipments of this 
sort have been concerned, it is possible, when the United States was 
stockpiling materials from China, that we had a very vital sec “arity 
interest in receiving those supplies. It would depend on what the 
Chinese received in return, as to where the net advantage lay. 

The Cuamman. Well, I understand you are the man who is con- 
sidered the expert on this over in your department. You have been 
in that department for a long time. You were there under Mr. 
Harriman’s entire regime, were you not ? 

Mr. Hansen. Yes. sir 

The Cuatrman. Were you there under Mr. Hoffman for quite some 
time ? 

Mr. Hansen. Overseas. 

The Cuatrman. Well, now, is it your thought that we should con- 
tinue shipping to Red China at this time? 

Mr. Hansen. The United States does not ship to Red China at 
this time. 

The CuarrmMan. Well, when I say “we,” I am talking about our 
allies and alleged allies. 

Mr. Ha NSEN. Well, regarding the free world shipments that have 
taken place to China within the recent past—our objective has been, 
wherever possible, and to a greater extent than we would attempt to 
control other trade with the Soviet bloc, to restrict the movement of 
strategic materials or materials which would be of ultimate advantage 
to the Chinese. 

The CHarrman. Let us get this down into four-letter words if we 
can. Is it your thought that the policy of our Government now is to 
eliminate all of that tri ing if possible? 

Mr. Hansen. No, sir, that is not the present policy. 

The CHarrman. T h: at is not the present policy. 

Mr. FLanaGan. On that very point, Mr. Hansen, we have to develop 
what the objectives of our Government are in order to discuss this 
thing. You were consultant, were you not, for the O’Conor subcom- 
mittee on trade policies and controls of the United States Senate in 
1951 ¢ 

Mr. Hansen. Yes, sit 
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Mr. Fuanacan. And at that time, as a consultant for that Senate 
subcommittee, you made a trip to the Far East, cid you not ¢ 

Mr. Hansen. Yes, sir. 

Mr. FLanaGan. How long were you in the Far East? 

Mr. Hansen. I believe it was about 6 weeks. 

Mr. Fuanacan. And based on the information you found in the 
Far East, you came back and reported to this committee, did you 
not / 

Mr. Hansen. Yes, sir. 

Mr. Fuanacan. And based on that information, that committee 
wrote a report, in 1951. Now, did you take part in the writing of 
that report ¢ 

Mr. Hansen. Yes, sir. 

Mr. FLANAGAN. It is a matter of fact, is it not, that you wrote most 
of that report which was eventually put out by the United States 
senate ¢ 

Mr. Hansen. Yes, sir 

Mr. FLanaGan. I want to read you a few passages from that report. 
On page 5 of your report, d: ited October 12, 1951, talking of China 
trade, you said this: 

Representatives of certain foreign governments have questioned the strategic 


character of part of these cargoe 


namely, cargoes going into China— 


but it is a known fact that the Red Chinese do not allow the import of things 
not vital to their war effort, and it was most distressing to learn ‘that the United 
Nations flags were flying over ships engaged in this nefarious trade 

Now, in 1951, vou made that statement, that it is a well-known fact 


that the Red Chinese do not allow the import of things not vital to 
their war effort. Is that still a fact? 

Mr. Hansen. I believe that, by and large, it would be a fact, when 
vou consider that the total economy of the country is directed toward 
the prosecution of the war. 

The Cuatrman, I may say I am rather puzzled, here, Mr. Hansen. 
Every other department that has come 2 fore this committee has 
indicated that they felt that it would be to our bene fit to discontinue 
all trade with the enemy; that when we ship a cargo of material to 
the enemy we are helping him. Otherwise he waa not be buying 
any. 

Mr. Nash, the Secretary of Defense, said no matter what you 
shipped to the enemy, it was aiding his economy and therefore aiding 
his war potential. He seemed to find a different attitude, however, 
at least on your part, and I may say the staff has indicated that they 
have gotten less cooperation from you than from any of the other 
people we are dealing with in the executive branch of the Govern- 
—. [ just wonder why this difference of opinion, why you feel 
that we should continue shipping to Red China, why your attitude 
seems to be different than that of the other departments that have 
come before us. Or am I improperly evaluating your testimony ? 

Mr. Hansen. Well, sir, what you have just said relates to two 
parts. First of all, with respect to the cooperation with the members 
of your staff, I believe that we have cooperated to our utmost in that 
respect. 
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The Cuarrman. Well, it may be. When I referred to lack of 
cooperation, the staff has indicated that either there was a lack of 
cooperation or a lack of knowledge of the facts. 

Mr. Hansen. A lack of knowledge on my part? 

The Cuarrman. And that they have had to get most of their mate- 
rial from other departments. Fortunately, the Office of Naval Intel- 
ligence and other departments have been cooperating with them fully. 

Mr. Hansen. Yes, sir; they have. And, as a matter of fact, my 
office has been attempting to coordinate the collection of these facts 
and the passing on of those facts to your staff. That agreement was 
made between Governor Stassen, Mr. Flanagan, and myself, that I 
would attempt to coordinate that material, pass on requests to those 
staffs, upon whom we rely for the basic information, and refer that 
to the staff. I believe that we have received a number of letters from 
Mr. Flanagan in response to what we have sent on. There have been 
some delays and some misunderstandings, I will admit. 

The CuarrMan. Let me ask you this. The testimony has been that 
some 82 ships owned by some 25 different corporations or shipowners 
have been carrying material to the ene my, and also receiving income 
from the United States Government. The testimony this morning 
is that there isa surplus of shipping. 

Do you think that this practice of allowing a shipowner to take 
money from the United States with his right hand and from our 
enemy with his left hand should be continued, or do you think it 
should be discontinued as of today? 

Mr. Hansen. Senator McCarthy, I don’t wish to quibble on this 
question. I would like, however, to answer some of the others you 
have asked me, and then I have a prepared statement with respect 
to this que: tion which I would like to place before this committee. 

The CuatrMan. You may do that. 

Mr. ILAnsen. You asked me previously—— 

The Cramman. Could you answer this question first, on the ship- 
ping? Then we will go back to the others. I think this is the most 
vital question before this committee and our Government today 

Mr. Hansen. The answer to the last question you asked would be 
that I do not know at this moment whether it would be desirable to 
take that action at this moment. This problem is being studied and 
has been referred to a higher policy level. It is part of the consider- 
ation going on in the National Security Council. 

The CuatrmMan. In other words, let me see if we understand you. 
Your testimony is that as of this moment you do not know whether 
it is Wise or unwise to continue pay ing a shipowne r fore arry ing Amer- 
ican goods who is at the same time receiving an income from your 
enemy. You say as of this time you think that should get more study. 

Mr. Hansen. "Ye es, sir; I do, in the light of the foreign policy as- 
pects of it and in the light of the present conduct of negotiations which 
we are undertaking under existing policy. 

The CuarrmMan. How long has this been receiving study ? 

Mr. Hansen. This problem has been receiving intensive study since 
approximately February 20, when the MSA put forth the so-called 
Formosa—— 

The Cuarrman. Why was it not receiving study before that ? 


) 
] 








100 CONTROL OF TRAD WITH THE SOVIET BLOC 


Mr. Hansen. It did not receive specific study before that, although 
to the best of my knowledge several of the departments and agencies 
had concerned the ae with it. 

The CHa an, Hansen, many of us are deeply concerned by 
the fact that for ae 3 years now we have been paying shipowners, 
giving hie a good p rofit, to carry American cargo to our allies to 
bolster up the free world, and at the same time we are allowing the 
same ship owners to receive money by trading with the ene my and bo! 
stering up the streneth of the ene my. I am curious to know why we 
waited until February 20 of this year to study that, if you know. You 
should know. You — been in this position for a long time. Can you 
tell us why you have waited until the 20th of February? Did some- 
thing hap} en on the 19th or the 18th? Why did you not start a year 
ago, or 2 years ago? Why wait until a committee, a congressional 
committee, starts to study this? Could vou answer that for us? 

Mr. Hansen. Yes,sir. And may I point out that we did not begin 
this action after a congere ssional committee started studying it;  “Ehis 
action was taken on the 20th of February. We have subseque ntly had 
a review of the facts relating to this, and we have had some agree- 
ment at various times since that point. 

If you will permit me, Senator, I would like to place this in the 
context of a prepared statement. I believe it might be easier. 

Mr. Fuanacan. You will have sufficient opportunity, Mr. Hansen, 
to make your prepared statement. But at that point: 

You state that that matter is now before the National Security 
Council ? ; 

Mr. Hansen. Yes, sir. 

Mr. Franacan. What individual is responsible, and what agency, 
for presenting this problem to the National Security Council ? 

Mr. Hansen. At the present time, it has been presented by Governor 
stassen. 

Mr. Franacan. And Governor Stassen depends upon whom for his 
information that he is going to present to the National Security 
Council ? 

Mr. Hansen. He depends on me, as his Acting Deputy, and on 
the various other agencies who are associated with us in this program, 
which is a joint a Government program. 

Mr. Furanacan. You, however, as Acting Deputy in Charge of the 
MDAC, have as your responsibility to see that Mr. Stassen has the 
facts which he can present to the National secur ity Council; do you 
not ¢ 

Mr. Hansen. Yes, sit 

Mr. Franacan. Now, up to this day, do you, or to your knowledge 
does anyone in the United States Government, have the facts on the 
number of smatae flag vessels that are engaged in this dual trade? 

Mr. Hansen. We have the facts up to the point, Mr. Flanagan, of 
last Saturday. When you were in our office, I think our figures, as 
far as chartering was concerned, were only two off. And you did not 
go into details further. With respect to sister ships, I understand 
that you have additional information that we do not have, and there- 
fore our figures may vary. 

Mr. Fuanacan. Now, I did not ask that question. I said: 

Who in the United States Government today has the facts as to 
the number of ships and sister ships of our Western allies that are 
engaged in this trade? 
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Mr. Hansen. If you mean the facts completely collated and checked 
ofi—— 

Mr. Fuanacan. Yes. 

Mr. Hansen. No one at the present time has all the sister-ship in- 
formation. We believe, however, that our information with respect 
to United States charters is fairly complete. 

Mr. Fianacan. Now, when did you start gathering those facts 
concerning United States charters? 

Mr. Hansen. We started gathering the definitive facts on this about 
a week and a half ago, in respect to the latest list of charters furnished 
by the agencies. 

Mr. Fianacan. In other words, it has only been 1 week and a half 
that you, as the responsible Government official upon whom the Na- 
tional Security Council has to depend to make its decision, even started 
to gather the basic facts; is that correct ? 

Mr. Hansen. As relates to this particular problem. 

Mr. FLANAGAN. That is the problem we are talking about. 

Mr. Hansen. On the question of these ships and sister ships; that 
is correct. 

Mr. FLanaGan. Can you explain to this committee, or can Mr. 
Leddy, from the State Department, explain, why some responsible 
official of the United States Government has not long before obtained 
these facts on this dual trade? 

Mr. Hansen. I can only state that insofar as this question has 
arisen, in the problem of strategic trade controls to the Soviet bloe, 
there has apparently been very little occasion for anyone to bring this 
to our attention. 

The Cuairman. Mr. Hansen, must someone bring it to your atten- 
tion? It is your job. It is your job in Mutual Security. You should 
not have to wait until the committee brings it to your attention. 

Mr. Hansen. We have not waited until the committee brought it to 
our attention. It came to our attention from the operations of our 
agencies. 

The CHamrmMaNn. I see. It came to your attention a week and a half 
ago? f 

Mr. Hansen. No, sir. It came to our attention somewhat before or 
around February 20, in respect to the position of a ship by virtue of 
a United States cargo in the Far East. 

The Cuarmman. It came to your attention on February 20 of this 
year ¢ 

Mr. Hansen. Yes, sir. 

The Cuatrman. Up until that time, you knew nothing about it? 

Mr. Hansen. Up until that time we knew a great deal about the 
movement of vessels to the Soviet bloe, intrabloc trade, et cetera. We 
had not particularly done the collations which bring out the various 
facts here as to sister-ship relationships, and with respect to the char- 
tering by operators of ships that have carried goods to China. Our 
approach to this problem has been different. 

The CuatrMan. You are aware of the fact that we have barred all 
United States flag vessels from trading with the enemy? 

Mr. HANSEN. Yes, sir. 

The Cuarrman. You are in agreement with the wisdom of that 
policy ? 
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Mr. HANSEN. It is established United States policy; yes, sir. 

The Cuarmman. But you say you do not know yet whe ther it would 
be good if our allies barred our ships from doing likewise ? 

Mr. Hansen. I have not said that. I have said that the fact is that 
our allies are continuing to trade with those areas. They are con- 
tinuing to send their ships to carry their goods and other goods to 
those areas. 

Our program has called for keeping the strategic goods out pri- 
marily, and the control of other trade, and similar matters, which 
would achieve that same objective. 

The Crramrman. Let me just repeat the question, if Imay. We have 
barred American-flag vessels from this trade, on the theory that that 
would aid the enemy and hurt us. I asked you a question a few min 
utes ago whether you thought it might not be well if our allies did 
likewise. You said that was receiving study. Is it your thought that 
our allies should not follow our example until they have given that 
more study, or do you think they should follow our example and bar 
their ships abs olutely from trading with the enemy ? 

Mr. Hansen. I said before that it would be desirable if other coun 
tries were to achieve the ty pes of control that we do. 

The Cuatrman. Thetypes of control that we do? 

Mr. Hansen. Yes. 

The Cuarrman. You mean an absolute embargo. Let us use plain 
language. We have embargoed any trade by United States flag vessels 
with the enemy. 

Mr. Hansen. That is right. 

The Cuarmman. Now, do you think that our allies should study 
further. before they do likewise ? 

Mr. Hansen. No, it is not a question of studying further. The 
position of the other governments is fairly clear on this point. There 
fore, our efforts should be directed toward decreasing that trade or 
that part of the trade which we believe would be menacing to our 
security and theirs. 

The Cuatrman. Well, Mr. Hansen, we have decided it would be a 
menace to our security to let a single United States flag vessel trade 
withtheenemy. That isour policy. Right? 

Mr. Hansen. Right, sit 

The CHatrmMan. Can you think of any reason why our allies should 
not follow the same policy ? 

Mr. Hansen. Our allies have a number of reasons why they should 
not. or why they do not wish to. 

The Cruamman. Can you think of a valid reason why they should 
not follow our example? 

Mr. Hansen. I think that one of the most convincing reasons that 
is put forth in this respect is when they go into China and receive 
cargoes which are of value to them. , 

Mr. Franacan. Now, on that very point: And T am not trying to 
cross you up, Mr. Hansen. We are just trying to find out this. You. 
as the keyman on this whole problem—and you are the keyman, 
obviously—I am trying to find out whether you are saying one thing 
to this committee today, and whether in October 1950, as a consultant 
to a Senate committee, you were saying something else. 

Mr. Hansen. If you are back to that point. may TI respond to it 
now ; 
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Mr. Fuanacan. May I read something else here? This section of 
the report which you said you wrote in October 1951 is entitled, “Ex- 
port Controls and Policies in the Far East.” And your second con- 
clusion is as follows: 

Administration of the United States total embargo of Communist China 
appears to be satisfactory. But in the absence of similar action by the western 
countries, its effects on the Chinese Communist war potential are probably 
short-lived and inconclusive 

Now, do you still believe that policy ¢ 

Mr. Hansen. I still believe that statement ; yes. 

Mr. FianaGan. Or that statement. 

Mr. Hansen. Yes. 

Mr. Fiuanacan. In other words, do you now think that the ultimate 
objective of the United States in our negotiations with our western 
allies should be to get them to embargo their ships from going to 
Red China ? 

Mr. Hansen. I believe that our ultimate objective is to attempt to 
get these other countries to go along with us in whatever way we can 
to keep the military potential of China from being increased by 
intercourse and trade. 

Mr. Franacan. Mr. Hansen, I don’t understand what you are 
talking about. See if you can answer this simple question. 

Do you, as a responsible Government official, now say that the ulti- 
mate objective of the United States Government is to try to get our 
allies to do as we are doing, namely, to embargo their ships from 
going to Red China? Now, is that or is it not our ultimate objective? 
I think you can answer it “Yes” or “No,” and if you want to qualify 
it later, go ahead and qualify. 

Mr. Hansen. May I qualify a “Yes” then? 

Mr. FuanaGan. You are saying “Yes” with qualifications ? 

Mr. Hansen. I am saying “Yes” with a qualification. 

Mr. FLranacan. Let me read from Mr. Stassen’s testimony when 
he appeared before this committee about 4 weeks ago. I do not want 
to seem to be laboring this point, but we cannot seem to find out what 
our objectives are. 

The CHarrman. It isa very important point to labor, Mr. Flanagan. 
This is the most unusual picture I have ever seen develop, and you 
can labor just as long as you want to. 

Mr. FianaGan. Senator McCarthy, at that hearing on March 30, 
asked this: 

The question was this: You just stated that if we adopted the policy of opposing 
all shipments to Red China, then apparently you feel the British might go along 
with that. 

And Mr. Stassen said: 

It is our policy to endeavor to get all allies to stop trading with China. 


Now, is or is not that our policy? Did or did not Mr. Stassen know 
what he was talking about when he appeared before this committee 
5 weeks ago? 

Mr. Hansen. I can only say he certainly did. The point which I 
am trying to bring out is that in respect of this trade, it depends on 
what measures, and when, and how far you go, in attempting to bring 
your allies along with you, in any policy of this sort. We do not 
want any strategic materials to go to China. 
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Mr. Fuanacan. That we know. 

Mr. Hansen. We have been working very hard on the situation of 
keeping strategic materials out. 

The CratrMan. Well, now, just a minute. You know that we are 
shipping vast amounts of rubber into Red China. 

Mr. Hansen. No: we are not. 

The Cuatmman. Do you know how much rubber Ceylon shipped 
to China last year { 

Mr. Hansen. The amount of rubber that Ceylon shipped was, I 
be lic ve, a | ttle over 10,000 tons. Ceylon has shipped that in spite 
of our efforts. 

The CHatRMan. Do you know how — the sh ipment of rubber 
from the United Kingdom to Red Chin as increased over the past 
year? 

Mr. Hansen. There has been no shipment of rubbe r from the 
United Kingdom to Communist China over the pel riod of the last vear. 

The CratmroMan. All right. Then let us not quibble over terms. 
To the Soviet bloc. then. so that it can be tra sshipped to Red China. 

a 


Do you know how much it has increas over the past ye: ir? 


Mr. Hansen. I do not believe it has increased, except as I explained 
In mv previous testimony, that the shipments that occurred in 1952 
were 1n Many respect 1car ver from 195] I beheve that the final 
fou res will bear me out that the United King lom shipments, counting 

also M: rs aya, have continually declined in terms of a 5-year period. 

The CuHatrmMan. Does the figure “88,000” tons sound familiar to 
you? 


Mr. Hansen. Yes. sir. 

The CnatrmMan. What vear of shipments from the United Kingdom 
to the Soviet bloe would that r¢ present ¢ 

Mr. Hansen. I believe that was 1952. 

The Cuamman. Does the figure “42,000” tons, have any ring of 
familiarity to you? 

Mr. Hansen. Yes, sir: I believe the figure was forty-three-thousand- 
somethi La 

The Cuarrman. That was the year before ? 

Mr. Hansen. Yes, sir 

The Crarrman. Let me ask you a simple question. If we shipped 
13,000 tons 1 year and 88,000 tons the following year, that would 
mean an increase of how many thousand tons? 

Mr. Hansen. Forty-five. 

The CuHairmMan. That would be almost double, would it not? 

Mr. Hansen. Yes, sir. 

The Cyatrm an. Or it would be more than double. 

Mr. am SEN. Yes. sir. 

The Cuatrrman. Now would you just clear up your previous state- 
ment ao you said that the shipments did not increase ? 

Mr. Hansen. The statement that I have tried to make was that 
in terms of the licenses issued by the United Kingdom Government, 
they have issued about the same number of licenses, slightly less, I 
beheve, . 1952, than in 1951. The actual shipments, however, for 
1951 occurred in the early part of 1952, because of a shortage of ship- 
ping at that time for that rubber. 

What I have tried to point out here was that whereas in 1 year the 
actual physical shipments were greater, the rate of shipment by the 
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United Kingdom has not necessarily increased over at least a 3-year 
period. 

The CHarrman. Mr. Hansen, the Soviet does not run its war ma- 
chinery on licenses. They run their tractors, their artillery carriers, 
on rubber, the rubber that arrives in the Soviet-bloc countries. Now, 
it is a fact, is it not, that the shipment of rubber, which is certainly a 
strategic material, doubled in 1952 over the actual shipment in 19514 

Mr. Hansen. Yes, sir. 

Mr. Fuanacan. And on that point, to further clarify it, according 
to the Natural Rubber Bureau, which is an international organiz: ae 
in January of this year, Great Britain shipped 8,175 tons of rubber. 
Have we done anything to try to cut that down? 

Mr. Hansen. We haven't done anything specific on that. We have 
been continually attempting to have the British decrease their ship- 
ment of rubber to the Soviet bloc. 

Mr. FLranacan. I will jump you back a moment. 

The United States objects, does it not, strenuously, to the shipment 
of rubber from Ceylon to Red China? 

Mr. Hansen. Yes. 

Mr. Fuanacan. Have we made any representations to the British 
Government or the Ceylonese Commonwealth ? 

Mr: Hansen. We have not made representations to the British 
Government. We have made representations to the Government of 
Ceylon. 

Mr. Firanacan. Why have we not made any representations to the 
British Government ? 

Mr. Hansen. Because that action was taken by the Government of 
Ceylon, which, although under the Commonwealth, is fully in charge 
of its own affairs. 

Mr. Firanacan. You know, do you not, Mr. Hansen, that about 40 
percent or more of the lighterage facilities in which this rubber is 
carried from the shore to the Polish ships is owned by British com- 
panies in Ceylon? 

Mr. Hansen. That has been the report; yes, sir. 

Mr. FLANAGAN. pas it is more than 50 percent of the lighter- 
age facilities that are owned by British companies? 

Mr. Hansen. That is right. 

Mr. FLanacan. Now, do you also know that 41 percent of the 
rubber grown in Ceylon is grown by British citizens, not Ceylonese 
but Britons? 

Mr. Hansen. Yes, sir. 

Mr. Fuanacan. Now, in view of that, the fact that over 41 percent 
is grown by British citizens, and that over 50 percent of the lighterage 
facilities absolute ly necessary to get that to the Polish boats to get it 
to China is owned by British companies, why have we not gone to the 
British and asked them to do something about their nationals and 
asked them to do something about that rubber which is probably being 
used against us in Korea ? . ; 

Mr. Hansen. I am trying to find, Mr. Kennedy, the re ply we made 
to you on this question. 

Mr. Kennepy. I think it was a reply given to me over the phone. 
I don’t think any written memorandum was ever sent. 

The CuairmMan. Can you not answer without that? 
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Mr. Hansen. I will attempt to do that without reference to my 
notes. 

As I recall, the explanation given to me on this is that the position at 
one time was taken by some of the British lighter companies or plan- 
tation owners in Ceylon—I forget which it was—where they asked the 
Prime Minister whether they would be required to either carry these 
goods out to the ships, or, in some other way, manage the movement 


l 1 


of this rubbei o that it could get to China. 


I understood the answer given by the Prime Minister was that if 
necessary the Government of Ceylon would requisition such facilities 
and do it themselves. Asa matter of fact, the Government of Ceylon 


itself is car rying out this contract and is itself purchasing the rubber 
from the plantations for resale to China. 

The CuatrmMan. Do you know how much American money was spent 
in Ceylon over the past 3 or 4 years? 

Mr. Hansen. I donot. There is no aid at present. 

The CuatrmMan. Do you know how much American money was 
spent on construction in Ceylon over the past 5 years? 

Mr. Hansen. I do not. 

The CHatrMAN. a t you know? 

Mr. HaAnsi Ms No. S] 

The CHamman. W wl? it not be a good idea for you to find eut, if 
you are going to apply pressure to make them quit giving our enemy 
the rubber ? 

Mr. Hansen. I don’t quite get your question, Senator. You mean 
retroactively ? 

The Cnatrman. Do you not think that over in your department 
your right hand should know what your left hi ind is doing, and if we 
are ald @ ( 'e »ylon by spe ending Ame ric an di li ars over the re, you should 
know that, when you are asking the Ceylonese Government to dis- 
continue the shipment 2 

Mr. Hansen. [ stated earlier: We are not giving aid at the present, 
time, nor did we at the time this contr: act was taken. 

The CiatrmMan. Let us not quibble over terms. Do you know how 
much money we have spent in Ceylon? 

Mr. Hansen. The U nited States Government ? 

The CuarrMan. Yes. 

Mr. Hansen. I do not know. I do know that at the time the con- 
tract on China and rubber came up, Ceylon was not receiving aid 
from the United States. I do not know wh: at we are spe nding in there 
for procurement services. I do know that we are buying rubber and 
other items from Ceylon ourselves. 

The Cuarman. Did you read the testimony of the witness who 

Ae — be fore our committee investig rating the Voice of Ame rics a, 
the witness who was sent to Ceylon to supervise the expenditure of 
Sas rican money, and who objected to having anything spent, because 
the Ceylonese were shipping rubber to Red Chin: 12 Did you read that 


/ 


testimony { 
Mr. Hansen. Iam afraid I missed it. 
The CuatrMan. I think you should, don’t you? 
Mr. Hansen. If that is what he stated, I would like to hear it. 
Senator Symrneton. Mr. Hansen, I came in a little late. I am 
sorry. Would you mind telling me what your position is? 
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Mr. Hansen. I am the Acting Deputy Administrator for Mutual 
Defense Assistance Control under Governor Stassen. 

Senator Symineron. And how long have you been with the agency ¢ 

Mr. Hansen. In that capacity, the last 3 months; previous to that, 
as assistant, since October 1951. 

Senator SYMINGTON. Were you doing the same wol k? 

Mr. Hansen. Yes, sir. 

Senator Symineron. In that agency ¢ 

Mr. Hansen. Yes, sir. 

Senator Symineton. Has the policy of the Government changed 
Wit respect to shipping war goods to Communist China since you 
have been with it ? 


Mr. Hansen. Not in respect of shipping war goods at all; no. 


Senator SyminctTon. How about shipping any goods? 

Mr. Hansen. It has not changed In that respect, except that we 
have at lbmpted to take Some new measures, and certa ly Lo xplore 
a great number. Weare presently exploring a number of possibilities. 


Senator SYMINGTON. Have you issued any aire ctives to change the 
policies, the past policies ¢ 

Mr. Hansen. Senator Symington, are you asking with respect to 
the United States ships and shipping, or with respect to the overall 
program and policies ¢ 

Senator Symineron. I am asking you if the Mutual Security 
\gency has issued any directives with respect to sending war ma- 
terials or nonwar materials, nevertheless desired by the Communists, 
nto Communist China. 

Mr. Hansen. No, sir, we have not issued any directives. 

Senator SyMIncTon. Now, as far as Ceylon Is concerned, 1s that con- 
trolled by the British 2 

Mir. HANSEN. No, sir: it is not. 

Senator SymrneTon. It is not. It is completely independent ? 

Mr. Hansen. It is independent. 

Senator SymMiIneron. You remember, in the summer of 1950, the 
sritish were shipping rubber out of Singapore directly into Odessa, as 
I remember it. 


Mr. Hansen. Yes, sir. 


senator Sy MINGTON. And due to prot tS That was stopped. 
oht 7 , 


Mr. Hansen. Into Odessa ? 

Senator SyMineron. Yes. 

Mr. Hansen. I don’t recall that particular thing. I do know that 
since the UN resolution of May 18, 1951, the British have not shipped 
any rubber to Communist China, and no one with the exception of 


Cevlon has done so. F 


] 
| 


Senator Syminoron. Well, vou remember Mr. Lee in Singapore, 


I 

who I think was a British subject, was, I believe, the largest operator 
n rubber. 

Mr. Hansen. Yes, sir 

Senator Symrneton. And a protest was made, and then the British 
stoppe shipping rubber into ( ‘ommunist China in their own bottoms, 
as [ remember it. Would you call this Ceylon development an effort 
to get around that decision not to ship any more rubber ? 

Mr. Hansen. Yes, sir. The decision by the Government of Ceylon 
to ship rubber to Communist China has broken the united front, which 
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was achieved under the U. N. resolution, which called for the stoppage 
of shipments of str itegic goods to the C ommunist Chinese. 

Senator Symrnoron. But you do not feel that if the allies of the 
free world were together they could prevent the Ceylonese from ship- 
ping that rubber into Communist China ? 

Mr. Hansen. It is very difficult to say whether they could prevent 
it. A number of other governments have discussed this problem with 
the Ceylonese Government and have expressed their dissatisfaction 
on it. — 

Senator Symrnatron. Sometimes the chairman feels that there have 
been a lot of changes since the 20th of January with respect to our 
polic ies, and in in this case, a s I listen to you. and I want to be cor- 
rected if I am wrong, the polici ies that the Mutual Security Agency 
have been running in the last few months have been the same as the 
policies that we have had before. Is that correct ? 

Mr. Hansen. That is not altogether correct, sir, in this respect: 
First of all, the policies with respect to strategic shipments and con- 
trol of other countries over their trade were set down in the law. It 
has been a rage In rent degree of interpretation of that law. 


Since the 20th of January, there has been an intensive review of the 
activities which have a n carried on in this field. There has been 
in many respects a keying up of certain of the key negotiations that we 


are working on. And there has very specifically been requested by 
the Governor a review of the entire policies in this field in the light of 


other policies relative to Mutual Security that we are carrying out. 
It does not r ally relate to the matter of new directives. There have 
been a number of new instructions issued to the various diplomatic 


missions throughout the world by the Department of State on advice 

and on request, very often, of the Director for Mutual Security. We 

have not 1 ued any new clirect Ives i 
Senator Symincron. I am not necessarily criticizing what is being 


do c. 

Mr. Hansen. I realize that. 

Senator Symineron. And I would just like to get for the record, 
though, and understand it myself, that you have been investigating 
this matter since the 20th of January, but what you are really doing 
now is what was done before the 20th of January. Is that right? 

Mr. Hansen. No, sir. That is not quite right. 

Senator SymMincron. Except for the investigating, are there any 
actions that have been taken ? 

Mr. Hansen. Well, a number of negotiating actions have been 
taken. 

Senator SyMincton. Well, negotiation is not action. 

Have there been any results of nevotiation to change the policy ? 

Mr. Hansen. Yes; there have been some very remarkable results. 

Senator Symrneton. Would you care to discuss those a little bit? 

Mr. Hansen. Yes, sir, I would. 

In the first place, I think the committee is familiar with the results 
of the recent Eden-Dulles conversations with respect to British ship- 
ping controls; with the French, and with the Germans. I believe the 
committee is familiar with the fact that the Greek Government has 
taken action in this field. Just recently, the Netherlands Government 
took formal action. 

Senator Symineton. What action did they take? 
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Mr. Hansen. The action taken by the Netherlands was - institute 
a similar procedure to that of the British, of licensing of ships and 
shipments to Communist China. 

Senator Symincron. Have these actions resulted in a stoppage of 
trade with Communist China ? 

Mr. Hansen. No, sir; they have not. 

Senator Symincron. On the part of the free world? 

Mr. Hansen. No, sir; they have not resulted in that because the 
system calls for no movement approved by that government of 
strategic materials or materials considered by that government to be 
strategic. Now, these materials are generally agreed among all the 
governments. . 

Senator Symrneton. What I do not understand is this: We are 
putting up the money, this country is, in order to stockpile our require- 
ments for military aid in case of a war, which will also protect these 
other countries. That is correct, is it not ? 

Mr. Hansen. Yes, sir. 

Senator Syminecron. Now, inasmuch as we are putting up the 
money, and inasmuch as we do not think it is right to ship these things 
into Communist China, then why can we not stop it ? 

Mr. Hansen. The reason we can’t stop it, sir, Is because it just is not 
as simple as that. It does not relate to just this program. ‘This pro- 
gram is only one part of the entire program, and it must be keyed in 
to them. 

Senator Symincton. Do you think it ever will be stopped? 

Mr. Hansen. I couldn’t hazard a guess. I do know that we have 
felt that there has been very appreciable progress in the cutting down 
of what might be strategic items to Communist China and to the Soviet 
bloc, and further progress in the ancillary controls, such as shipping, 
which I am trying to testify on today. 

Mr. Franacan. But on that point, has there been any progress in 
cutting down what you call nonstrategic and general commerce ? 

Mr. Hansen. We have not intended in respect of the entire Soviet 
bloc to cut down on nonstrategic trade. 

Mr. Fuanacan. That comes dom to the questions we were asking 
when Senator Symington came in. What is the ultimate objective ? 
I am still trying to find the answer to that, and if you don’t know it, 
I would like to ask Mr. Leddy. 

What is the ultimate objective of the United States Government 
with regard to the movement of cargoes in and out of Communist 
China on the part of our western-flag vessels? Do you know, Mr. 
Leddy ? 

Mr. Leppy. Yes, I would like to speak to that point, if I may. 

I have a statement here, Mr. Chairman, that I would like to submit 
for the record. I don’t think it is necessary to read it all at the 
moment. I would like to focus on Mr. Flanagan’s point. 

The Cratrman. It will all be received for the record, and you mav 
focus on such parts as you want. 

Mr. Leppy. Thank you very much. 

First, we all know that we have had a complete severance of all 
economic transactions with China. 

Senator Symrnetron. Can I interrupt there? If we have a com- 
plete embargo on that, and are furnishing hundreds of millions of 
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dollars to the other nations of the free world, and they in turn are 
pping things into Communist China, is it not a distinction without 
Terence And actually what we are doing is financing the coun- 
hat are financing Communist China ? 

Mr. Leppy. Well. sir, if I may go on to comment on that—— 

Senator SYyMINGTON. I just asked you that question, and then I 

tt ask vou further. 

Mr. Leppy. I think it can be described that Way in one sense, but 
there are problems as to trying to get out of this difficulty. 1 would 
like to comment on that a little further. 

Now, what I wanted to say about the basis of our own action: I think 


C resi lot only on the ecUurity aspect of it. It also rests on a moral 
anction. In other words, we feel our action is based upon a punitive 
ej e against an aggressor, and not solely this question of contribut- 


ne to the military potential; because that, I think, involves some 
other problems, \ hen you look at trade in relation to military 


Ni , The question : What about other countries? This is all reht 
for the United States, but what about others ? 

[ think the truth is that if other governments were perfectly pre 
pared to adopt our policy, and if this would not have an adverse effect 
heir own political, military, and economic positions, as some of 

em have said, Hong Kong for example, then clearly we would all be 
very happy about that situation. 

Mr. Franacan. Right on that point, Mr. Leddy, and I hate to 
keep interrupting: Our embargo of China and our war in Korea are 
having somewhat of an economic effect on the United Stat ss are they 


Mr. Leppy. Of course they are. 


thre ] . l - 
that in mind, is there anv reason to believe 


vir. BP LANAGAN, VV 


that we should not ask our allies to do something which would have 
what of an economic effect on their life ? 

Mr. Leppy. Mr. | Wagan, lam hot speaking solely of an economic 
effect [ am speaking also of the dangers which might arise with 
respect to the position of Hong Kong and Malaya. Now, I am not 
taking the position here of defending what other governments Say or 
think. 
tor Symineron. What isthe problem that you talk about there? 
Mr. Leppy. I mean the problem that if there are to be cuts of all 
shipping, vis-a-vis Communist China, there is the fear that 


Phis may reate a danger for the pos tion of Hong Kong, which IS 
lependent on the mainland of Communist China for certain foodstuffs. 
ind so forth, and also Malaya. .As you know, there is now fighting 


going on in Malaya against local Communist guerrilla activity. 

\!l Tam putting before you is not my own view or my own judg 
ment: [am trying to give you the flavor of the position other countries 
idopt. 

Senator Symrneron. I think your point is well taken, but let us 
vo into it a little deeper. Let us take Malaya. They have two pri- 
mary exports, tinand rubber. Is that right? 

Mr. Leppy. Yes, sir. 

Senator Symineton. Now, the profits that the people in Malaya 
were making as a result of our policies were over 500 percent net. 
\nd certainly that shows a desire on our part to cooperate, inasmuch 
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as we were buying at least 80 percent of the world’s tin market, and 
we were giving them over 500 percent net profit. 

In the case of rubber, as you know, the price of rubber went up. 
We have been buying rubber very heavily, and they have sold more 
rubber than they have ever sold before over the years. 

Is that not indicative of a desire to cooperate on our part? 

Mr. Leppy. Yes, sir. 

Senator Syminetron. Well, how far can we cooperate by competing 
in an open market against those to whom we are lending and giving, 
without bankrupting the United States? Is that not what we are talk- 
ing about? 

Mr. Leppy. Senator, all I am trying to do is to lay before the com- 
mittee some of the considerations that we run into. 

Senator Symrneton. Well, presumably, you came up here to dis- 
cuss this matter, and, therefore, you do not mind our asking you 
questions about it? 

Mr. Leppy. Not at all. 

Senator Symineron. And you present the ce ase which is presumably 
the case of your department and yourself, and we have a right to ask 
questions against the case you present, have we not? 

Mr. Leppy. Yes, sir. 

Senator Symtneron. That is all I am trying to do. I am trying to 
clear that up. Hong Kong and Malaya have gone a long way. I do 
know the Malaya story. We have given them far greater profits on 
their sales than I have ever heard of in this line of work. All I ask 
is: How far can you go? 

Mr. Leppy. My only point, Senator, is that I was not seeking to 
defend arguments that other governments make. I was simply trying 
to explain the position that they take, because what we are dealing 
with here is their control systems. In other words, we are trying to 
get them to work with us in adopting the necessary controls. 

Senator Symrneron. But you are giving them the money and 
lending them the money that makes it possible for them to have any 
kind of a system. So do you not have any position with respect to 
their policies? 

Mr. Leppy. Senator, of course we do. 

Mr. Franacan. That is the very thing that we asked here, and I 
thought you would answer without reading your prepared statement. 

Mr. Levpy. I was going to try to get to this main point, that other 
governments have not seen this in exactly the same way that we do. 
They have agreed to this point. They say, “We will cooperate with 
vou to cut out the shipment of strategic items to Communist China 
which, in our judgment, will contribute to their war potential.” 

The CHAIRMAN. Mr. Leddy, could you answer the question which 
Mr. Flanagan asked Mr. Hansen repeatedly? That is: What is our 
policy in regard to trading with Red China ? 

Mr. Leppy. Yes, sir. 

The CuHarrman. On the part of all western flag vessels, is it our 
position that that should be discontinued completely, or do we still 
have to study that, or do we feel that some of that shipping should 
continue ? 

Mr. Leppy. Senator, the negotiating—— 

The CHarrman. I do not care about the negotiating. I would like 
to know what the policy is. 
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Mr. Leppy. The policy objectives, which operate upon the State 
Department as instructions for our negotiations, do not, under existing 
re ea go that far. 

Mr. Franacan. Now, on that point again, and I hate to interrupt: 
We have been trying to find this out for a long time. We know that 
the State Department is negotiating. We know that MSA is working 
on the problem. I don’t think, in my own simple way, that anybody 

can negotiate unless you know what your ultimate o bjective is, what 

you are negotiating for. Now, you say here that that is not your 
ultimate objective. Again, I will have to refer to another part of the 
testimony that was given before this committee on March 30, when the 
Chairman again was trying to find out the answer to this same ques- 
tion, and we asked Governor Stassen, and the Chairman asked it very 
directly, and I am quoting the Chairman: 

Is it your testimony that you are working toward getting all British-flag 
vessels to discontinue trade with Red China? 

Mr. Stassen said: 

We are working to close out all trade with Red China. 


Now, is that or is it not a true statement of the policy of the United 
States Government ? 

Mr. Leppy. Mr. Flanagan, all I can do is to read to you what is a 
paraphrase of the directives which operate as negotiating instructions 
of the State Department. 

The Cuarrman. Mr. Leddy, you were sent down here to represent 
the State Department ? 

Mr. Leppy. Yes, sir. 

The CHarrman. We assume that you can answer these questions. 
That is a very simple question. Do you agree that what Mr. Stassen 
said is the policy of the Department; or is it not¢ In other words, 
is it the policy to try to discontinue all shipping by our allied flag 
vessels with Red China? Is that our policy! Stassen says it is. 
What do you say? 

Mr. Leppy. Senator, we are not seeking at this time the discontinua- 
tion of all trade and all shipping with Red China. 

Mr. Fuanacan. This may sound a bit facetious, Mr. Leddy, but 
somebody ought to let Mr. Stassen know that. 

Mr. Leppy. Well, sir; I wanted to read to you what were the oper- 
ating directives. Now, the State Department does not decide this 
for itself. This is an interagency operation. All points of view 
come up in the interagency group, ‘and where there are differences of 
view, it goes to the top of the Government. Once those decisions are 
made, we are supposed to carry them out. I wanted to get that clear. 

Senator Symincton. Let me pursue this from a little different 
angle, if I may. You have a policy. There was a report that was 
signed by all the Democratic and Republican members of the Senate 
last September. It was a unanimous report. And it said that if 
policies of this kind had gone on in the tin program, which is perti- 
nent to this discussion, bec: ause you mentioned Malaya, it would have 
cost the American taxpayers $500 million. There are other policies 
that have gone on, that the Senate did not look into from the stand- 
point of buying in the open market from those that we have been 
subsidizing, and therefore, we have lost a lot of this money that we 
might, by having a stricter policy, as I see it, have saved. 
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Now, is it not ironical to you that at the same time people tod: LY, 
like the Secretary of Defense and the Seeretary of the ‘Treasury, are 

talking about the importance of getting a harder dollar, or, putt’ ng 
it another way, buying more defense with the same dollar, we are say- 
ine that it is our polic "y, on the other s = of the Government, that we 
are escaaalas or going through, carrying out, a more liberal 
program to the point where we are schaudinien these countries at our 
own expense when we go to buy the materials which we need for that 
war machine which in turn protects them? How would you justify 
these policies with re spect to letting these people sell at a pre fit and 
build up the prices in the world market, with the idea that you want 
to see more bought with your dollar for defense? 

Mr. Leppy. Well, Senator, all I can say to that is that the other 
governments concerned, whose cooperation we are trying to get, point 
out the other side cf the coin. They do get things back from Commu- 
nist China for what they sell. For example, in the recent case of 
Japan, J think their imports—lI have forgotten what the period is: 
perhaps you know, Mr. Hansen—were in the neighborhood of $11 mil- 
lion or $12 million, and their exports $700,000. And what they insist 
upon is that both sides be measured. 

They do agree, however, that strategie items ou 

Senator Syminctron. I would like to make one observation on this. 
That is that the wisest man on controls that I have ever talked to when 
I was interested 1 in that part of the Government was Mr Baruch. NY d 
if the policies that you are purusing now are right, then i 
know ledge of mol ilization al d world markets in 2 work 


oht not to go. 


100 percent wrong. 

The Curatrman. Could you tell us this, Mr. Leddy. You say the 
policy is to not discontinue all shipping by our allies to Red China, 
Is it a fair statement, then, to say that the pol v of the State Depart- 
ment is to continue some shipping to Red China on the part of our 
allies? 

Mr. Leppy. Senator, we do not encourage any shipping to Red 
China. We are trying to get other governments to cooperate with us 
on ae itdown. That is the point. 

The Cratmmman. How much do you want it cut down? You say it 
is not me policy to discontinue completely. How much do you want 
to cut down# You must know, when you are doing this negotiating 
that you are talking about, how much you want to cut down. What 
is your target ? 

Mr. Leppy. I would not wish to place a limit on our target, Senator. 
At the moment, we want to tighten up and control those things which 
are most important. I would not want to say that we would stop there 

The Cuamman. How would you be in a position to kn ow where you 
want to stop ? You see, if you are neg tiatine, r presel t] the oe 
can people, you must know how far you want to go. You t know 
where you are aiming, what you must do to have your ni oram suc- 
essful. Can you or anyone else tell us that now 

Do you follow me, sir? You have told us it was not our object to cut 
off all the shipping. You say we should |] . 

I want to know how much sh pping you want to 

Mr. Leppy. We want to allow all shippi ng which would contribute 
to the military potential of this country, and we want, as one step, to 


ne 
l 


let ome hin Ino continue 


cs 
. . 
tllow to continue. 
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cut off all shipping which could be used for the carriage of strategic 


commodities. I do not wish to suggest that we would not wish to 
a n that at any stage. I don’t want to tie our hands. 
Phe Cuarman. The Assistant Secretary of Defense was before this 


committee, and he said that any shipping that went to the enemy would 
aid his economy and increase his war potential. Do you disagree with 
that ¢ 

Mr. Levpy. Senator, I would say that that is a view of the Defense 
Department. 

The CuatrmMan. I say: Do you disagree? You are here represent 
ing the State Department today. We asked them to send their man 
down to speak for the State Department. You are here doing that. 
I want to know: Do you disagree with the Defense De ‘partment, that 
says, “Every ton that you send in to the enemy helps him, increases his 
war potential,” meaning thereby that more Americans will die because 
of that shipping. Do you agree or disagree with that ? 

Mr. Leppy. I would disagree with that, sir. 

The CHairman. You disagree with that? 

Mr. Leppy. Yes, sir. It depends upon what comes back out and 
what the nature of the commodits is that goes in. 

The Cuarman. And you say the State Department disagrees with 
the Defense Department on this? 

Mr. Leppy. Senator, all I can say is that we operate under an ap 
praisal which is an interdepartmental appraisal based on intelligence 
sources, 

The Cuairman. All right. Iam going to get back to this question. 
Is it your testimony that the State Department disagrees with the 
Department of De fense when the De maa nt of Defense says that 
every ton of materials sent into Red China increases their war 
pot ntial ? 

Mr. Leppy. Senator, I think that is only one side of the transaction ; 
that you have to take a net position. It is what goes in as against what 
goes out. 

Senator Symineron. Let me ask you a question there. Suppose you 
have a certain amount of something, whether it is currency or whether 
it is barter or whether it is a fiscal exchange. Now, if you need both 
food and guns, and somebody ships you the food, does that not mean 
that you have more to pay for the guns, if you cannot get the guns? 

Mr. Leppy. Senator, you have to pay for it in some way. You have 
to ship something. 

Senator Symineton. Yes. We will say that the Chinese Com- 
munists have a dollar in gold, and that they have to buy food, and that 
they have to buy guns, Now, they do not know which they are going 
to buy, and they cannot get the food, and the ‘y cannot get the guns. 
Well, if they are supplied, through barter, the food, then they have 
more in the way of doll: irs for guns, have they not ? 

Mr. Leppy. Senator, they have to obtain the dollar or the gold some 
way, and they can only obtain that through shipping. 

Senator Symrnoron. But they do not have to obtain it in dollars. 

Mr. Leppy. This cannot go on forever. If you are going to import 
something, you have to export something in payment. I think that is 
where the problem is. I think that is where you get into this prin 
ciple of the net effect. 
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Senator SYMINGTON. But the whole theory of an embargo 1s the pre- 
vention of an export and the prevention of an import, is it not? 

Mr. Leppy. That is right. 

Senator Symineton. And is that not supposed to be a sound thing 
to do from a military standpoint ? 

Mr. Leppy. Not necessarily, Senator. I would not think that in 
connection with the trade between Western Europe and the Soviet bloc 
you could Say t hata complete embargo both ways 

Mr. Fuanacan. We are talking about China now. 

Senator Symineron. Let me ask just one more question. We are 
fighting the Chinese Communists, are we not ? 

Mr. Leppy. Yes, sir. 

Senator Symineron. The easier we make it for them to get those 
materials, both military and nonmilitary, to run their economy and 
their military setup, then automatically the harder we make it for 
ourselves to beat them. Is that not logical ? 

Mr. Leppy. Senator, I just want to say, as I said at the beginning, 
if other governments were prepared to do exactly as we did, if their 
judgements were wrong, that such action would create more damage to 
them and to our own cooperative defense effort than to the Chinese, 
then I think we would all be happy to see the trade cut off. 

Senator Symineron. Then what you are really saying is, is it not, 
that it is better for us to make it easier for the Chinese to fight the war, 
because if we did not it would be harder on the other countries to carry 
on with this while we fight the war? Is that a fair statement? 

Mr. Leppy. Senator, I don’t think it is a fair statement, if I may say 
so. I think we are concerned about the strenoth of the other govern- 
ments who are working with us here. 

Now, they have pointed out that certain exports to China can hardly 
be classified as contributing to military potential. I think that this 
conforms with the best view of our own intelligence sources. That 
is all. 

Senator Symineron. I must say I have felt very deeply about this 
for some time, primarily due to Mr. Baruch’s thinking on it, and he 
is very interested in all parts of our operation. 

Mr. Leppy. I don’t think this is an easy problem at all. There are 
differing judgments on it. I am not trying to assert that our judg- 
ment is right or that the Defense judgment is wrong. 

Senator Symrneton. We certainly are not making it easier for our 
military, the way we are handling it; are we? 

Mr. Leppy. Senator, I think the Defense Department agrees with 
us that the way we have operated on these negotiations is the most 
we could possibly do under the circumstances. 

The Cuatrman. Mr. Leddy, what you are saying is that it is our 
policy not to let any American-flag vessels trade with the enemy, but 
that our policy is to aliow our allies to have their flag vessels trade 
with the enemy. Do you think that makes sense? 

Mr. Leppy. Senator, it is not our policy to allow. It simply is not 
our policy to press at this time for the complete cessation. We are 
trying to press as hard as we can on those things which we think are 
most important. And we do have negotiations which are now going 
forward internationally with that in view. 

The Cuatrman. Is your Department at all disturbed by the fact 
that the rubber importation from the United Kingdom to the Soviet 
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bloc just about doubled in 1952 or 1951, or does that give you any 
concern ¢ 

Mr. Leppy. Senator, it does give us concern. I would agree with 
Mr. Hansen’s statement, however, on the figures. I don’t believe that 
there is an increase there. 

The Cuamman. Well, let us get down to facts. If 88,000 tons of 
rubber went physically from the United Kingdom to the Soviet bloc 
in 1952, and if in 1951 only 43,000 tons traveled physically from the 
United Kingdom to the Soviet bloc, we would agree that about twice 
as much rubber found its way into the Russian economy, either war or 
peace economy. Will you agree with that ? 

Mr. Leppy. I would agree with that, sir. Yes, sir. I would say, 
however, that the British strategic control over exports of rubber is 
based on an estimate of normal requirements, and that some of the 1951 
shipments did not go within that quota during 1951, and did go 
during 1952 

Senator Syminetron. When did the Korean War start / 

Mr. Leppy. June 1950. 

Senator Symineron. June 1950. Well, certainly if we are talking 
about an increase in 1952 over 1951, and the war started in the middle 
of 1950, there has been a very heavy increase, regardless of whether 
it was actually shipped or orders taken since the Korean War started. 

Mr. Leppy. Senator, I am not certain of that. 

Senator Syminetron. You would not think that ? 

Mr. Leppy. I just don’t know. 

Senator Symineron. I thought your point was that most of the 
increase in 1952 was the result of orders that were taken in 1951, and 
it was not a nally shipped in 1952. Well, then, if that is true, and 
if the Korean War started in the middle of 1950, then certainly there 
has been a very heavy increase in rubber shipments since the war 
started. Is that not correct ? 

Mr. Leppy. I am not certain of the figures. 

Senator Symineron. Let me pursue that just a minute. 

Mr. Leppy. May I read you some figures, sir? 

Senator Symineron. Yes. 

Mr. Leppy. These are shipments of rubber to the Soviet bloc in 1950, 
1951, and 1952. We have adjusted the figures to show that the 18,815 
metric tons licensed in 1951 but shipped in 1952 are here allocated to 
1951. Now, am going to read the figures for 1950, 1951, and 1952, on 
that basis. 

The CHatrman. Will you read the figures first, before you have 
adjusted them 4 

Mr. Leppy. Yes, sir. These are unadjusted, that I shall now read 
you, for 1950. 

The Cuarrman. Let me ask you this. Are you now reading the 
figures of the tonnage actually physically shipped from the United 
Kingdom to the Soviet 2 

Mr. Leppy. Yes, sir. Shipments of rubber to the Soviet bloc. 
These are United Kingdom and Malaya combined. 

For 1950, 1951, and 1952; these are the unadjusted figures. The 
total for 1950, 133.698 tons; 1951, 103,450 tons; 1952, 127.748 tons. 

Now, with the adjustments made for allocating to 1951, rubber 
licensed during 1951 but shipped during 1952, the figures are this way: 
For 1950, 133,698; for 1951, 122.268; and for 1952, 108,930. 
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Senator Syminetron. Now, let me ask you a question. I think the 
Korean War started June 25, 1950: did it not ? 

Mr. Leppy. That is —., 

Senator SyYMINGTON. Now, uppose you were in the Kremlin, and the 
Chinese Communists and yourselves were cooking this war up. You 
would probab ly look to what you were going to be short of it you went 
to war, would you not ? 

Mr. Leppy. It seems reasonable. 

Senator Symineton. And you woul 1 probably think, “We will buy 
a lot of that before we strike.” would you not? That would be logic al. 
That would be just preparing for war, would it not? So you take 
the first 5 months, nearly 6 months, of 1950, and place all the orders 
you can for what you are short of. You would do that, would you not ¢ 
Would that not be logical ? 

Mr. Leppy. It would be logical. 

Senator Syminoton. And therefore, and inasmuch as there 1s no 
heavy rubber growth that anybody knows of in the Soviet bloc, or in 
China, the chances are that the V would order heavily of that rubber 
just prior to deciding to go into war. Is that correct ? 

Mr. Leppy. That would be correct, Senator, I think, logi rally. I 
just do not know whether it is a fact or not. 

Senator Symineron. But it would be the logical thing to do. And 
that would be their logic, the way they have handled things when it 
comes to preparing for war. 

Mr. Leppy. Well, sometimes they have, and sometimes they haven't. 

Senator Symineton. Let me ask you another question. You men- 
tioned Malaya, and that we have to do for Malaya, what we should 
do for Malaya, what people think we should do. After World Wat 
II, we had $700 million of the taxpayers’ money in synthetic rubber. 
I do not know about today, but a year ago, or a little over a year ago, 
when I got out of the rubber picture, we were making synthetic rubber 
in this country probably better than natural rubber, for half the price 
of natural rubbet {nd despite that fact, we were buying heavily of 
natural rubber, stoc kpiling it, in that way helping the M: rie ayans and 
the Indonesians. — do you not think that shows coc peration § 

Mr. Leppy. Yes, sir. 

Senator Sy mameton. If we can buy rubber synthetically which is 
as good as natural rubber for 24 cents and pay 45 cents on the open 
market, are we not cooperating with our allies in an effort to help 
their economy ?¢ 

Mr. Leppy. Yes, sit 

Senator Symirnetron. That is what we have been doing for a long 
time. So,do you not think it is a question of how far we can cooperate 
with them ? 

Mr. Leppy. Senator, I would just like to say. on the exports of 
rubber: We are now talking of exports from the United Kingdom and 
Malaya to the Eastern European and Soviet bloc, and we do know 
there is synthetic production in the Soviet bloc, but the point I think 
is that rubber is one of the things that the United Kingdom ships in 
order to get back other goods in return, such as timber. This is the 
problem of east-west trade in Europe, in Western Europe, that these 
countries are dependent to some extent upon basic supplies of coal 
and timber and grain, for which they have to ship something in return. 
Now, our effort has been to try to get the stuff that goes back in return 
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to be as little helpful as possible to the bloc. Now, on the rubber, I 
again am not defending the figures sent by the British Government. 
We do not agree with those necessarily as being right. 

Senator SyminctTon. Would it not be better for us to buy the natural 
rubber, with the understanding that if we bought the natural rubber 
the countries in que stion would not ship the rubber to the ¢ ‘hinese 
Communists, so that it would help further the war against the U nited 
States and its allies? Would that not be a logical step ? 

Mr. Leppy. Senator, I think that this problem of trying to create 
a system whereby we can decrease the reliance of Western Europe upon 
Eastern European and Chinese sources is something that really needs 
to be looked into. But I do not know that we are yet, in this Govern 
ment, in a position to engage in what might be called preclusive pur 
chasing. ‘That isa very expensive oper: ition. 

Senator Symineron. For your own information, you say “needs to 
be looked into.” This was being looked into quite heavily at top levels 
in the fall of 1950, and I am glad to see that we have not stopped 
thinking about it, anyway; that we are still looking into it. 

The Cuairman. Mr. Symington, may I say in connection with the 
question which you were asking, that you might be interested in this 
in torn ation, in regard to the statement as to the shipments of rubber. 


Oo 
~ 
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In t he first 1] months of 1952, there were shipped S29 million in 
a lars worth of pvp rto the Soviet | nion. They received 
back from the Soviet bloe $26.000 worth of material: $16,000 of that 


was Cavlar. 

Were you aware of this situation ? 

Mr. Leppy. No, sir. But may ms comment on it? 

The ( HAIRMAN. You certain ly 1 ay. 

Mr. Leppy. For the exports from OM; alayva through the United King- 
dom to the Soviet bloc. the return payment is not necessarily to 
Malaya. it would be to the United King lom as well. 

The Cuatrman. Do you know whether these figures are correct, that 
the total return payment in woods is as stated ? 

Mr. Leppy. I don’t know. I haven’t seen that. 

Senator Symrneron. Do you know what the price of tin was at the 
start of the Korean war in Malaya? 

Mr. Leppy. I am afraid I don’t. 

Senator Symineron. I do. It was about 78 cents. Now, within 
6 months, it was $1.94. Do you think that is right ? 

Mr. Leppy. Senator, no, I don’t think that whole rise in raw mate- 
rial prices at that period was right. 

Senator Symineton. Is it not true that what we were doing then 
was adopting policies which meant that we loaned the money and 
gave the money to our allies and then we competed against them in 
the open market, and that is what built the price up so high and 
reduced the value of the dollar? That is Mr. Baruch’s theory, and 

always seemed sound to me. 

Mr. Leppy. All T can say is the demand for raw materials in that 
period very naturally, under the free enterprise system, would raise the 
price up. The sellers will simply get what they can. 

Senator Symrnetron. Then it would be a very simple matter to 
control that rise in price, if we said we wanted it controlled before 
we gave the cash or lent it. 
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Mr. Leppy. Well, sir, I don’t know. Iam not well enough informed 
on that. 

Senator Symineron. Oh, yes, you do, Mr. Leddy. You know about 
that. You do not want to say that you do not know about that? 

Mr. Leppy. Yes, sir, I am afraid I shall have to. 

The Cuatrman. So that the record will be complete, will you check 
the figures on this, Mr. Leddy? The total shipments of rubber from 
our allies during 1951 were 148,375 tons. In 1952, the increase was 
30 percent, or a total of 194.250 tons. Do those figures check with 
yours ¢ 

Mr. Leppy. These are total shipments of rubber? 

Mr. i LANAGAN. From the free world to the Soviet bloe. 

Mr. Leppy. Does this include (¢ Yeylon, sir ¢ 

Mr. Fianacan. It includes everything; everything from the free 
world into the Soviet bloc. 

The Cnarrman. Have you got the figures? One hundred forty- 
eight thousand three hundred and seventy-five tons in 1951; and in 
1952, a 30 percent increase, or 194.250 tons. 

In connection with that, do you know how much the Communist 
honwar economy would demand in rubb ré 

Mr. Leppy. No, sir, I don’t, offhand. 

The Cuatrman. Do you have any idea? 

Mr. Leppy. I don’t. I am sorry. 

The CHAIRMAN. Well, now, someone in your departme nt should 
have some idea, if you are trying to cut down the rubber so that it 
will not support the war economy of China. 

Mr. Leppy. Yes, sir; I am sure we have those facts. 

The Cuarrman. But I do not have them. 

Mr. Hansen. I don’t know what the exact figure is. I do know that 
we disagree with the opinion of the other shipping governments as to 
how much it is, and our figure is definitely lower. 

The Cuairman. Would you say the figure of 194,000 tons was more 
than enough to support Russia’s nonwar economy ? 

Mr. Hansen. Yes, sir; I would. 

The CHarrman. It is more than enough to support it? 

Mr. Hansen. Iam certain it is more than enough. 

The Cuairman. Would you say a figure of some fifty or sixty thou- 
sand tons might be a reasonable estimate of the amount of rubber 
required to support Russia’s economy other than the warmaking phase 
of it? 

Mr. Hansen. I think 50 or 60 is the figure that I am most familiar 
with in this regard. 

The CHarrman. So then it is a safe statement to make that the free 
world last year shipped behind the Iron Curtain about 130,000 tons 
of rubber that would not be used in Russia’s peacetime economy, that 
could only be used to build a war machine, or a stockpile for current 
cases, if she went to war with us? 

Mr. HANSEN. It is very possible that some fioure of that sort might 
reflect what their stockpiling needs would be over and above their 
civilian needs, 

The CuatrmMan. You say you have been negotiating with our allies 
to cut down the shipments. In view of the fact that they increased 
last year by 30 percent over the year before, would you say that your 
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negotiations were very successful, or would you say they were a rather 
dismal failure? 

Mr. Hansen. I would say this, sir, that as far as the United King- 
dom is concerned, they have stated that they consider the levels that 
they have authorized for shipment to the U. S. S. R. to be consistent 
with the needs, the civilian needs or the normal needs, of the Russian 
economy. We have disagreed wate that. We have attempted to get 
them to decrease the amount of ; hipments. They have run into a 
number of difficulties in that regard. They have, however, in fact, 
Rae as Mr. Leddy’s overall figures show you, the actual allow- 
ance of rubber to go. _ 

The Cirarman. Let us stop right there. Mr. Leddy has taken some 
of the shipments from 1952 and put them back into 1951, because he 
said the license was granted in 1951. 

Mr. Hansen. Yes, sir. 

The Cu AIRMAN, Now, if those figures are to make sense and not be 
deceptive, then you must take rubber that is being shipped now in 
1953 and put that back in 1952. That is correct, is it not ? 

Mr. Hansen. Not necessarily. Because I believe in 1953 the British 
are licensing on a quarter ly basis, because of the fact that the Soviets 
are only releasing shipments of the needed materials in return on a 
quarterly basis. Therefore, the British are attempting to ship in a 
quarter that proportion of what they think a yearly allowance should 
be in respect to what they receive in return. 

The CuHairmax. I am going to get around to these needed materials 
in a minute, but let us get an answer to this question. You said that 
you had to revise the 1952 shipment of rubber figures, because some 
of it was actualy licensed in 1951. Is it your testimony that every- 
thing that was licensed in 1952 was physically shipped in 1952, or 
was some of it shipped in 1953? 

Mr. Hansen. As far as I know, except for perhaps some small ship- 
ments, most of the shipments that were licensed occurred in 1952, plus 
the additional carryover licenses from 1951. 

May I point out in this respect that this Government, in allowing 
export quotas of materials, very often finds itself in a similar position. 
We set quotas for the export of certain commodities from the United 
States. Very often the actual quota allowance is exceeded in any 
given period in terms of shipments. We have been merely attempt- 
ing to point out a statistical fact here, that insofar as the allowance 
by the British is concerned, there has not been an increase in the 
amount that they intend or have intended to ship in any given year. 

The CHAtRMAN. Despite all of the conversation, we do find a 30- 
percent increase in 1952 of rubber physically reaching the Communist 
world. Is that correct ? 

Mr. HANSEN. Yes, sir. 

The Cuatrman. Do you think that is a good situation ? 

Mr. Hansen. No, sir. 

The Cuamman. I am going to ask Mr. Morton to have Mr. Dulles 
inform us as to whether or not Mr. Leddy gave us the correct state- 
ment of their policy, or whether Mr. Stassen did. Mr. Stassen said 
that the objective was to get other nations to do as we did, and cut 
off all shipping with Red China. Mr. Leddy says that is not true. I 
think Mr. Leddy is mistaken. I am inclined to think the policy must 
be as Mr. Stassen stated it. I think Mr. Stassen must have known 
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what the policy was and Is. | may Say that the witnesses who ap- 


peared here this morning, I think, performed a very valuable service 


toward getting other shipowners to quit this shipping which ts result- 
ing in killing American boys. There is no question about that. I 
think when you young me} ne here and say 4 t tl State Depart- 
ment has a pe cy W h allows th ( nuatiu fr that shipping to 
Red China, you are notifying the world and notifying all of those 
shippers that they should continue that trade: trade which, if carried 
on by an American citizen, would be treason; trade which, a¢ ording 
to our Defense Department, is hurting our war effort and inereasing 


Red China’s war effort : trade which has already resuited 1 i the deaths, 
without any doubt at all, of a vast number of American boys. 

If you are correctly stating the State Department’s policy, then you 
certainly cannot be blamed for it. You are thet ow here telling us 
the truth. I doubt it very mu h. I cannot conceive of the State 


Department having one policy in regard to our shipments, saying 
that no American shipowner ean ship into Red China, but that they 


say it is all right for the shipowners flying the flags of other nations 
to do that. I cannot conceive of that being the State Department’s 
policy. And Iam going to ask Mr. Morton to have Mr. Dulles give us 
a clear-cut answer to that. I know he is a very busy man. I do not 
want him to designate someone else to do it. I do not want Mr. Led ly 
sending us the answer back, or Mr. Hansen. I would like to have him 
check Mr. Stassen’s testimony. We will eall his attention to the page 


number. And we will see if that is not the State Department policy, 
] 


as stated so clearly by Mr. stassen, And if we ce uld vet that at the 
very earliest moment, we would appreciate it very, very much. 

Mr. Franacan. Mr. Leddy, what is the policy of our Government 
with regard to ships of our western allies engaging in intrabloe 


Soviet trade, that is, trade between Commu! t ports in Kurope or 
elsewhere 4 

Mr. Leppy. Mr. Flanagan, it is our objective to try to get the pro- 
vision of shipping services for that trade, and the provision of ships, 
under as strict control as we ean. I cannot go beyond that, because 
these are negotiating objectives that we now | ive cong forward. 

Mr. Firanacan. Well, is your negotiating objective—and I want 
to have this also clearly understood—to remove all western-flage ves- 
sels from that intrabloc trade in Europe and elsewhere, or to remove 
only part of them? 

Mr. Lepvy. I would like to comment on that in executive session, if 
I may. 

Mr. Franacan. All right. We will discuss that with you in execu- 
tive session. But on that very point, I would say this. And this is 
from an QO. N. 1. report furnished us in the public record by Mr. Stassen 
3 or 4 weeks ago. It has this to Say: 

It is known that the Soviet bloc charters many wester g vessels in ore 
to release their own ships for voyages to Communist China and the Soviet Far 
Kast. 

I assume you would agree with that. 

Mr. Leppy. Yes, sir. 

Mr. Franacan. And therefore is it also not true that for every 
western flac vessel we leave in that intrabloc trade we make it possible 
for the Soviet bloc to take one vessel out and run that to the Far 
East ¢ 
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Mr. Leppy. I am not certain of the facts on that. It depends on 
the kind of vessel. 

Mr. Fuanacan. If that is true, can you see any reason why our 
western allies should continue to engage in intrabloe trade throughout 
the Soviet world 7 : 

Mr. Leppy. Mr. Flanagan, I think that does get me into our im 
mediate negotiating objectives. 

Mr. Fuanacan. We would be glad to discuss that in executive 
hearing. 

One other question now that we want to get answered if we can. 
You heard the testimony this morning based on statistical informa 
tion that we were able to gather, statistical information which I un 
derstand the Mutual Security Agency and the National Security 
Council do not yet have, that 193 western-flag vessels were engaged in 
trade with China in 1952. 

Mr. Hansen. We furnished that information to you, Mr. Flanagan. 

Mr. Franacan. I will tell you what you furnished, Mr. Hansen. 
You furnished us the fact that these 193 were in there. And if you 
let me continue, I will tell you what you did not furnish and what 
you did not have, at least as of Saturd: Ly : that there were 193 western 
flag vessels engaged in trade with C hina. and of that number 82 of 
those vessels, or sister ships belonging to the same owners, were carry 
ine United States Government-financed cargo. 

Now, does the State Department feel that foreign ship owners, 
foreio shipow1 ers of our allies, should continue to carry cargoes 
financed by the Government of the United States and also continue 
to carry cargoes into Red China? 

Mr. Leppy. Mr. Flanagan, our concern on that point would be the 
impact upon immediate negotiations, of actions which we might take 
in respect to that problem. That would be our concern. 

Mr. Franacan. Well, what is the impact? 

Mr. Leppy. Well, sir, the impact would be this, that when we reach 
out and say that the whole of the Government will not charter foreign- 
flag vessels unless they agree not to.engage in intrabloc trade or 
touch at Communist far eastern ports, if we were to adopt a provision 
of that kind, it might be regarded as a unilateral penalty or sanction 
designed to force foreign ship operators into doing what we are now 
negotiating with their vovernments on. Now, we just do not want 
to set our control effort back. 

Mr. Fuanacan. In other words, if our Government should adopt 
as a policy that these ships or these owners should vet out of this dual 
trade, are we agreed that it might hurt the feelings of our western 
allies ? 

Mr. Leppy. We are afraid it might impede our ability to get agree 
ment. 

The Cratraan. Are you giving us State Department policy now? 
Are you speaking for the State De ‘partment ? 

Mr. Leppy. As nearly as I know, Senator, I am. 

The Cuatrman. And you think it is the position of the State De 
partment that we should continue to pay shipowners for carrying 
American cargoes even though they are carrying cargoes to Com 
munist China, for fear that if we Moutbaend we would hurt some- 
body’s feelings? I may say I do not believe that is Mr. Dulles’ policy. 
I have too much respect for him. And I may say I am not going to 
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hear any more testimony from this witness until I get assurance from 
Mr. Duiles that he is speaking for the State Department. This is in 
conceivable. It is comple te ly unbelievable. 

And, Mr. Morton, siping we hear any more from this witness, I 
want Mr. Dulles’ assurance that he is speaking for the Department. 

Is Mr. Dulles’ in town now 4 

Mr. Leppy. Yes, sir. 

The CuHarrmMan. We will want that assurance by tomorrow morn 
ing, either that he is or is not speaking for the State Department. I 
wish you would call Mr. Dulles’ attention to the testimony, especially 
the testimony we have just heard. 

Mr. Morton. Mr. Chairman, when would we be able to get a copy 
of the transcript ? 

The CHarrMan. When would that be available, Mr. Reporter / 

The Reporter. By 9 o’clock tomorrow morning, Mr. Chairman. 

The CHatrMan. Then we had better give you another d: ly on this. 
Because we would like to know whether this man has authority to 
come down here and speak for the Department. If not, we do not 
want to hear him. As far as I am concerned, speaking not for the 
committee but for myself, it is the most unusual testimony that I 
have ever heard. Every other department has come before us and 
testified that it would be an excellent thine if our allies followed our 
example and took their shipping out of this dual trade. These young 
men come down and differ with that. Then when asked why we con- 
tinue to pay a firm that is aiding the enemy, we are told that it is 
State Department policy y that if we were to discontinue we might hurt 
someone’s feelings and affect this negotiating he has been t: pees about. 
If that is State Department policy, good. Then we not blame 
these young men for it. But we v ill not hear any more of it until 
we hear from the State Department. 

Mr. Hansen. Senator McCarthy, may I point out that I am not a 
representative of the State Department. 

Mr. Morron. Senator, may he put this in the record; which is a 
statement of our policy ¢ 

The CHAIRMAN. W ho pre pared the statement of policy y? 

Mr. Morton. It is a statement of the directives from the Cabinet. 
It is what he was going to read, a statement of our directives. 

The CHarrmMan. It will be received. 

(The statement referred to is as follows:) 


STATEMENT SURMITTED BY JOHN M. LeEppy, AcTING Deputy ASSISTANT SECRETARY 
OF STATE FOR ECONOMIC AFFAIRS, ON CERTAIN ASPECTS OF EaAst-WeEsT TRADE 
RESTRICTIONS 


Mr. Chairman and members of the committee, I am glad to have the oppor- 
tunity to appear before this committee to discuss the Department’s views with 
respect to the use of the free world’s shipping in trade with the Soviet bloc. 
This is an important subject—one which very well merits the attention of the 
Congress and the American people. 

By way of background, I want to say a few words first about the way in which 
East-West trade objectives and policies are formulated in the Government. I 
think this background will be helpful to the committee in an understanding of 
the observations I will have to make on the specific subject of shipping. 

In the field of East-West trade, some of the basic framework has been set by 
the Congress itself in a series of legislative enactments; the act which currently 
applies is the Mutual Defense Assistance Control Act—that is, the Battle Act 
The Battle Act lays down our policy of embargoing military goods and items of 
primary strategic significance to all parts of the Soviet bloc; it also states that 
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constantly the business of try to set priorities on each negotiation and to 
ter! wila eff ur re tintions in one area will have upon ou objec- 
One ou aay ( given, however, the decisio on whe and 
how the « tive dec m of the United States Government 
Our third function is to negotiate with other countries the position which the 
United S es Gove nent take The ne tiating objectives for which we aim 
re thos by the 1 ted States G rnment as a whol 
In ord to perform these functions, the State Department has to have a full 
nderstandil of the point « view « ther ernments and to u erstund the 
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to ships whose owners refuse to agree that their ships will not engage in trad 
between Soviet bloc countries or call at Communist Chinese ports. This proposal 
would be a kind of blacklisting operatic aimed at penalizing foreign ship 
operate order to accomplish a control objective. What considerations apply 
( £ ] Sa 
Let say that, at first glan proposals of this sort seem to offer a good deal 
it uetion, Why should the 1 ted States hire the services of ship owners 
whos sels trade with the Soviet bloc? Why not avoid such ship owners and 
give Ame! business to other sources‘ 

W hie he bler areiully analyzed, however, it becomes a good deal mort 
complicated lo begin with, our first step in appraising the usefulness of moves 
this kind to see if it hely 3 ovject es as a Nation. Wi then. are tl 
obj ves of the United States as regards trade with the Soviet bloc, and 

‘ vith the 1inese ( l } a4 
e Battle Act provides a part of the answer in laying down a policy of embargo 
for certa types of strategic goods. Still further guidance is provided by deci- 
( he Cabinet vel of the ex ve branch; these decisions, in addition to 
g tiie pol ey conti ined in the tle Act, direct the United States to seek 
tiie rengthening of free world sec : ontrols over exports to the Soviet bloe, 
being governed in our actions by the strategic significance to the Soviet bloc of the 
commodity concerned, by considerations of political feasibility, by military risk, 


and by the economie cost of such action to the free world countries concerned. 
Leaving aside for the moment the special considerations which apply to Com- 
munist China, therefore, our policy on exports to the Soviet bloc has been the 
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following. We want to eliminate shipments of strategic goods to the Soviet bloc. 
We are not aiming for a total embargo of all exports. We have no objection to 
nonstrategi¢c exports by the free world, provided however that the free world must 
seek to maintain the largest possible advantage as a result of such trade. We 
want the United Kingdom to get as much timber, Scandinavia to get as much 
coal, Western Europe to get as much grain, as can be extracted from the bloc, at 
minimum expenditure on our side. 

For Communist China, our stated objectives with respect to the export con 


trols of free world countries go further. The Battle Act directs us specifically 
to support the United Nations resolution aimed at preventing the shipment of 
“certain commodities” to the Chinese Communists Administration decisions at 
the Cabinet level, moreover, provide, first, th should press for tl plica- 


tion of international control measures of a kind which would be effective ir 
reducing the Chinese Communist potential for military aggression; and second, 


that this Government should seek, on a cooperative basis, the application by the 


maximum number of foreign countries of such controls f this purpose as the 
United States considers would be in the common security interest. ‘These pro 
visions, aS you can see, leave some room for interpretation as to the precise 


measures the United States should be taking at any particular moment In our 
view, this is a desirable feature of any broad decision in a field as complex as 
that of economic defense. In practice, these directives and the convictions of 
other governments have led to the development of an international system of 
security controls affecting Communist China which is very much more severe 
and sweeping than the system applicable to the rest of the Soviet bloc. 

Let me turn, now, to the immediate question. Would a blacklisting operation 





? ”? 


be consistent with these objectives? 
If the approach could really cut down on the movement of strategic goods to 
the Soviet bloc, including the Chinese Communists, more effectively than avail- 
able alternatives; if it would do no serious injury to the cooperative approach 
to the problem which we are pursuing with friendly countries through other 
channels; and if we were not hurting the strength of the free world on balance 
by denying them the cargoes which move out of the Soviet bloc; then the pro- 
cedure ought to be applied. 

We turned, then, to the question of the effectiveness of the blacklisting meas- 
ure To gage its effectiveness is a difficult technical problem There can be 
room for honest differences of opinion on the subject. As nearly as we are 
able to judge, the effect of any such blacklist upon the Soviet bloc and Chinese 
Communists’ ability to obtain shipping for their purposes would be negligible. 
Our conclusion was that a few shipowners might decide to give up such trade as 
they get from the United States Government agencies, because they felt that 
the Communists’ chartering was more important to them. Other shipowners 
would give up the Communist trade and concentrate on the American business, 
There would tend to be some slight reshuffling of ships’ availability, but the 
overall effect on the 8,000 or 1000 tramp steamers available in the world would 
be barely visible. 

Whether or not this conclusion is justified, however, the proposal has to be 
examined from the two remaining points of view I mentioned earlier. 

The first of these is the question of the impact which United States black- 
listing action would have upon the willingness of other countries to engage 
cooperatively in regulatory measures regarding shipping to the Soviet bloe, 
It is a matter of public record that the British, French, Canadian, and Dutch 
Governments are instituting a ships’ licensing system to Communist China, with 
a view to making sure that strategic goods are not carried on their flag vessels, 
It is also known that these governments, in cooperation with our Government, 
are talking with other governments in order to develop a worldwide system of 
similar controls. Apart from this endeavor, there are other negotiations going 
on or in process of preparation with respect to the provision of ships and ship- 
ping services to the Soviet bloc which, in the interests of American security, are 
not a matter of public information. The best judgment of the Department is 
that if the United States should put into effect a blacklisting practice of the 
kind under consideration, other countries will construe the step as an effort on 
our part to limit the activities of their nationals before the governments had 
agreed to such limitations. In such a case, their reaction is bound to be one of 
resentment, a reaction which anyone would have under similar circumstances. 
Even if they were to agree with the objective, they would inevitably resent the 
tactics. It is our view, therefore, that tactics of this sort will hurt our security 
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Our own reaction was a series of “ifs. 
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interests by reducing the degree of cooperation which other countries would be 
willing to provide in the general field of shipping controls 

is itical point. Our experience in the field of East-West trade has 

ed that a system of controls will be really effective only if the principal 

! of the rid are committed to it When controls are only applied 

d not by others, the effect of the partial controls is only 


| im one source to another. Our experience also suggests that 

ral action of a coercive nature, however successful it may seem to 
he n immediate sense, we can leave a residue of bitterness and recrimination 
which, in the end, can destroy the basis of cooperation on which the strength 
nd sé ty of the free world are being built. It is on this ground that the 
blacklisting proposal and similar tactics seem to us to fall. 

i fil whole problem of blacklistil presents in a kind of microcosm the sort 
of 1 with which the Department of State is constantly dealing in the field of 
Kast-W rad It illustrates the kind of consideration which the Department, 
if j onestly and competently to perform its duties in this field, must take 
fully into account. I hope that this statement will prove of some value to the 
com ttee and the Congress in any deliberations on the general subject of East- 
Wie I 1cie 


The CuarrmMan. Do you have something you want to put in, too? 


Hansen. Yes. May I put this in? 
Phe CHamman. You certainly may. 
(The matter referred to is as follows :) 


STATEMENT SUBMITTED BY KENNETH R. HANSEN, AcTING Deputy ADMINISTRATOR 
FoR MDAC ‘ 


Mr. Chairman and members of the committee, I am glad to have the oppor- 
tunity to appear before your committee and discuss the problem of shipping as 
related to our economic defense program. This is a subject which has manifold 
lany possible approaches, both in methods used to 

chieve our objectives and the manner we choose to accomplish them. The choice 
very often results from a consideration of factors which at first glance would not 
appear related to the immediate problem at hand. 


plications and offers n 





Two primary criteria must always be applied. First, will the contemplated 
actio err ec vely Hece mplish tne immediate object ve: and, second, will that ac- 
ti contribute to the overall objectives of this Government in this field or related 
fields of foreign policy. Answers to these questions can only be given after 
thorough exploration of all relevant facts and policy considerations. 


With respect to the present question of whether this Government should deny 
charters to ships whose owners refuse to agree that their ships will not engage 
in trade between Soviet-bloc countries or call at Communist far eastern ports— 
these considvcrations have now become paramouneé. 

Let me briefly describe the situation, and what has brought us to this stage 
in our considerations. No doubt you will recall that several months ago it be- 
came public knowledge that MSA had instituted the insertion of a clause in 
charters of foreign-flag vessels where those vessels were to go to Formosa. This 
clause provided primarily for agreement by the owner that after having been 
enabled to proceed to the far eastern area by virtue of that charter, he undertook 
for a 60-day period to abstain from calling at Communist ports under penalty of 
forfeiture of 25 percent of the freight payment. This action was undertaken on 
February 20, 1953, in the face of an actual situation which had arisen in respect 
of two vessels where MSA had information that, in effect, a United States charter 
to Formosa would put those vessels in a profitable position to engage in Com- 
munist Far East shipping. Without such charter they might not have been 
placed in such an advantageous position. Accordingly, MSA undertook to ob- 
tain an assurance that this would not occur, and provided for a forfeiture pen- 
alty as a means of enforcement. I might add, however, that this was not the 
only action of this sort that has been taken administratively by United States 
procurement agencies to cope with this general situation. 

As a result of this action, however, this problem became highlighted, and we 
undertook to explore not only the possible adoption of this method Government- 
wide, but addressed ourselves to possible extensions of the principles consistent 
with present policy in this field. 

Accordingly, the experts of the various agencies concerned were asked to 
explore this problem and to recommend a governmentwide procedure. Their 
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recommendations were subsequently reviewed in the Economie Defense Advisory 


Committee where to date certain preliminary understandings have been reached, 
I might add, here, that we have had a number of discussions with tl staff of 
this Committee in the developmen t e co I nd the 


ncies have furnished what information they have to the sta 





age 


The Economie Defense Advisory Committee has agree as a tentative and 
preliminary matter, to recommend thie se Of a restrictive rter iuse to the 
operating agencies, leaving 1t to those agencies to a¢ riil at I : { i 
the situations to which the estrictive charter principle ! d be applied and 
the penalties which should be imposed for violations l der to a ve the 
objectives. (It is apparent that each agency may have administrative or other 
reasons to vary the exact provisions. ) 

The purpose of this ¢« rte! neiple would be to insure that e chart g 
of foreign-flag vessels by the United States is not usec S a Lit ns 
to facilitate the engaging coastal Shipping I ‘ nists 
] I ( l ( I il i 1 I i i 
t iging ( I re of goods to ¢ ) t | | “ 
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on the basis of their experience, s ild seek to ¢ ( I of 
ap] tion of the ch er principle 

rhese recommendations \ e made in the light f yw servat 
of the Economic Defense Advisory Cor ittee, e. ¢ e€ al s 
cha er prin eilna p bability « 1 col [ \ ! \ thie r l 

est the United States Ww i be in the cu rest of the | ed 
eS O1 f is ] ed in iy which e tot vel 

negotiat objectives which this ¢ ry 1s ! ekKing il ‘ 
shipping ficl 

Now, with respect to the exte n of this p sio} W further agi 
t] when ( ting Fem eter! \ i n 
foreign-flag vessels chartered by the United States put on ( ; 
ln thie t ent ot al vio aulivl ot t chal si | \ Vt Ss « e 
owner may be barred further chartering by e | ed § es Gover! nt 

( deration Was givel it he same me to th esti w he t in the 
event of a violation by a \y ve ( \ 1) 
barred from the carriage of any goods whose move! tis f ed | he | | 
States Government No recommendation was 1 e int ! ect a l ; 
and this question was referred to the te ical expert ( er whet such 
a provision is needed, a if it is neede ow t I ht be } d 
They were furthet sked to consider i this ‘ ‘ n \ ( er this should 
extend to berth line shipping, and whether it s | vesst carrving 
United States-financed goods in cases where the re nt country is financing 
the shipping cost of such goods. This tter ex t bee nder 
taken, and, I believe, illustrates the many complexities h arise int ex 
sion of restrictive actions in their ultimate degree 

Consideration also Was given to the question of wl er the restrictive charter 
principle should be extended to prohil tra-S« ! \ el hy 1 ls 
involved within any prescribed period, and the recommenda was ide faat 
further consideration should be deferré int ch tir Ce nt negoti: ns 


with other nations on this and related control proble ve reached e -iefi 
nitive conclusion, 
It is felt by all the agencies of this Government that, except in isolated cases, 








extensions of this action by the United States beyond ft] Ww h bas bee 
mended involves matters of policy and the conduct of « t negotiat W 
are at the moment overriding As Governor Stass | is 

niittee, this Government is current engaged ina f Ss e revie f economie 
defense policies in the National Security Coun nelu e specifically the ship 
ping problem, Further, as has beer nnounced, the Department Stat 5 
presently pursuing, in conjunction with the British and French and other coopera- 
tive governments, negotiations relating to the control oy ships and shipping, 
As you are no doubt aware, in addition to the recent n¢ aken by e United 
Kingdom, France, and Western Germany on the basis of d issions in Wa 
ington of the last several months, the Netherlands Gover on Ap 28 took 
formal action in this field in line with those discussions, | Canada few d ; 
before that took similar formal action 

It is noteworthy that those actions for the most part, were technical compl 
tion of measures that had already existed for ne time ¢ he part of these 
governments concerning trade with the Communist Fa t they show a 
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widespread recognition of the fact that controls over shipping are a valuable 
adjunct to export controls. They further show the desirability of taking action 
which is the result of effective agreements reached in negotiations between the 
respective governments, 

In this regard I should like to quote several considerations which Governor 
Stassen recently pointed out in hearings before the House Foreign Affairs Com- 
mittee: 

“* * * The job of trade controls must be done within the context of interna- 
tional cooperation. An effective system of trade controls is an impossibility 
without the cooperation of other non-Communist nations, and the United States, 
With all its great power and resources, cannot carry out this task alone. * * * 
The plain fact of life is that we can get better cooperation by negotiation and 
persuasion than we could ever get by attempts of coercion * * *.” 

These are but a few of the guiding principles for our economic defense opera- 
tions, but I believe you can see how they become particularly pertinent in regard 
to these problems we are discussing today. 

In conclusion, I should like to make it clear that we have not at this time 
foreclosed the possibility of extending our own controls and actions where we 
feel, on balance, they will result in a net security advantage to the United States 

d the free world. The degree to which this particular proposal is pursued will 
rest in large measure with the results of current negotiations and the determi 
nations on the highest policy level of this Government as to the program we 
will pursue in this field of shipping, as well as the related fields in which action 
is to be taken under existing legislation and policy. In a number of respects 
we are in midstream in these considerations, and all the actions that have been 
recommended are tentative and subject to change as a result of the National 
Security Council review. The results of that nay mean a broadening, a reversal 
or an entirely different approach to this problem. 

We have and do welcome suggestions and proposals in all respects by this 
committee as well as the other committees of Congress and the general public 
as to how best we may achieve our overall security objectives. 


(W! ereupon, at 4:15 p. m., the hearing was recessed, to reconvene 
at 10:30 a. m., Wednesday, May 6, 1953.) 
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WEDNESDAY, MAY 20, 1953 


UnitreD STaTEs SENATE, 
SENATE PERMANENT SUBCOMMITTEE ON INVESTIGATIONS 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C. 


The subcommittee met (pursuant to S. Res. 40, agreed to January 
30, 1953) at 10:50 a. m., in room 318 of the Senate Office Building, 
Senator Joseph R. Me¢ ‘arthy (chairman ) presiding. 

Present: Senators Joseph R. McCarthy, Republican, Wisconsin; 
Everett McKinley Dirksen, Republican, Illinois; John L. McClellan, 
Democrat, Arkansas; and Stuart Symington, Democrat, Missouri. 

Present also: Francis D. Flanagan, general counsel; Robert F. Ken- 
nedy, assistant counsel; Jerome S. Adlerman, assistant counsel; and 
Ruth Young Watt, chief clerk. 

The Coairman. The committee will come to order. 

Mr. Kennedy will be our first witness. 

Mr. Fianacan. This is an opening statement by the chairman. It 
is the suggestion of the chairman that we merely insert this in the 
record, 

(The statement referred to follows:) 


OPENING STATEMENT OF SENATOR JOSEPH R. McCARTHY (REPUBLICAN, WISCONSIN), 
CHAIRMAN OF THE SENATE PERMANENT SUBCOMMITTEE ON INVESTIGATIONS 


For almost 3 months this subcommittee has been making inquiries into the 
trade which our western allies have been carrying on with Communist nations 
since the beginning of the Korean war. 

In view of the fact that Red China is an open aggressor in Korea, this sub- 
committee has been and will continue to be primarily concerned with the type 
and extent of the trade which is being carried on by our allies with Communist 
China. The immediate purpose of our investigation has been to explore ways and 
means by which this nefarious trade by our allies with our enemies can be 
eliminated. The continuation of such trade with the enemy is a matter requiring 
the most urgent attention of our Government. 

The Secretary of State has advised the subcommittee as to the ultimate objec- 
tives of our Government in our negotiations with those western allies who are 
continuing to trade with Red China. It is believed that this expression of policy 
will be most helpful in the cessation of this trade with Red China 

In order that the executive and the legislative branches might take effective 
action with regard to this trade with Red China it is necessary to have certain 
basic facts. These facts include: 





1. Up-to-date and accurate information as to the number and type of 
western-flag vessels which are moving in and out of the ports of Red China. 
) 


2. Information concerning the kind and volume of goods which have been 
and are being taken in and out of China by these western-flag vessels. 

At today’s hearing we hope to bring out additional facts concerning the extent 
and type of trade which is being carried on with Red China, in order that all 
branches of our Government can take whatever steps might be necessary to 
129 
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ell! tes this trade Today we also intend to further discuss the problem of 
1 
dual de, 1 


on hand ar 


amely, those allied shipping firms who trade with Red China on the 
d carry United States Government financed goods on the other. It 
is believed that further inquiries into this trade might be helpful in achieving 
our ¢ ectiv with re ird to this China trade. 


The Cuatrman. Mr. Kennedy, you have been previously sworn. 
FURTHER TESTIMONY OF ROBERT F. KENNEDY, ASSISTANT 

COUNSEL, SENATE PERMANENT SUBCOMMITTEE ON INVESTI- 
. GATIONS 


Mr. KeNNepy. Yes, sir. 
The Cuamman. Mr. Flanagan, will you proceed with the 


que One 
Mr. Fuanacan. Mr. Kennedy, when you last testified in publi 
he ring betore this col ymuttee, my recollection is that vou stated thai 
193 western-flag vessels were trading with Red China in 1952. 


Mr. IXY N NEDY. Th il is correct, Mr. Flanagan. 
Mr. Fuanacan. Since that hearing, will you tell us how many west- 


eT! flag { els have been trading with Red China during the first dl, 
months of this year ¢ 

Mr Kennepy. Mr. Flanagan, we have found out that there have 
been 162 different western-flag@ vessels that have traded with Red 


China for the first 314 months of this year 


Mr. FuanaGan. That is, 162 western-flag vessels already, in 1953, 


have engaged in trade with China? 


Mr. Kennepy. That is right. Would you like the breakdown as to 


Mr. Franacan. Yes. Can you give me the breakdown on the flags 
of those 162 vessels? 

Mr. Krennepy. There were 100 British vessels, 12 Norwegian, 6 
Italian, 8 Danish, 12 Greek, 8 Finnish, 5 from Sweden, 3 from the 
Netherlands, 1 from Japan, 1 from India, 1 from Pakistan, 1 from 
Portugal, and 4 from France. 

Mi Ir ANAGAN, Then of hese 162 vessel that have been trading 
with China thi year, Some 100 of them, exactly 100, were British 


Mr. Kennepy. That is right 
Mr. Furanacan. And is not that the minimum number of vessels 


that were trading? 

Mr. Kennepy. That is right, Mr. Flanagan. 

Mr. Fuanacan. It is very likely, is it not, that when full informa- 
tiol ivailable, there will be actually more than 162 vessels? 

Mr. Kennepy. Yes. The Office of Naval Intelligence, which has 
assisted us in arriving at these figures, has said that it is an absolute 


] l m Mr. Flanagan. 

Phe CHairman. May I ask you a question here, Mr. Kennedy? 

Has the staff established and confirmed the fact that British-owned 
vessels have been transporting Communist troops? 
KENNEDY. That is right, Senator. 
CuarrMan. Is it true that subsequent to the transporting of 
Communist troops by British owned vessels, one of the companies was 


engaged by MSA to carry MSA goods? 
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Mr. Kennepy. The Wheelock-Marden Co. had a vessel called the 
Charles Dickens, which, in February of 1952, carried Government- 
financed goods for this country, for MSA. Wheelock-Marden also 
had a ship. 

The CuarrMan. I wish you would not give the name of the ship. 

Mr. Kennepy. I won't, Mr. Chairman. This company also had a 
vessel which carried Communist Chinese troops in 1952. 

Senator Dirksen. Mr. Ch urman, may L ask at thai point : This is 
information that has been ad veloped by the committee staff? 

Mr. Kennepy. That is right. 

Senator Dirksen. And comes from committee sources 4 

Mr. Kennepy. That is right. 

Senator Symineron. Did the committee source fi 
of the ship 4 

Mr. Kennepy. No, the committee source did not have the name of 
the ship. 

The CHatrman. May I say for the benefit of Senator Symington 
that I have the name of the ship, but from a Government source, which 
has asked us not to divulge itatthistime. Ithink that, it having been 
given in confidence, | must respect that confidence. 

Mr. Fuanacan. And these troops, according to the information 
W hich we developed, were be ing moved along the coast of China? 

Mr. Kennepy. That is right, Mr. Flanagan. 

Mr. FLranacan. And these vessels were non-Communist flag. You 
do not need to mention the flag, but they were non-Communist flag? 

Mr. Kennepy. Owned by this British Hong Kong company. 

Mr. Fuanacan. And there was also another company involved ? 

Mr. Kennepy. There was another company involved, a British 
company of Hong Kong. 

The CuHatrmMan. In other words, is it a fact that the staff has the 
definite proof that two British-owned companies were engaged in 
transporting Communist troops; that one of those companies, sub- 
sequent to its transportation of Communist troops, was engaged by 
MSA to haul MSA eargoes? 

Mr. Kennepy. It was during the same year, Mr. Chairman. 

The Cuwurrman. I think in fairness to the present Administrator 
of MSA, it should be clear that this was prior to his taking office. 

Mr. Kennepy. That is right. 

Mr. Franacan. Mr. Kennedy, since our last meeting, have we ob 
tained from Naval Intelligence the monthly movement of ships in and 
out of Red China during 1952 ¢ 

Mr. Kennepy. We have, Mr. Flanagan, and I have some charts 
that might assist us in understanding that. 

Mr. Fianacan. Showing us the trend of these ship movements? 

Mr. Kennepy. Yes. 

Mr. Fuanacan. Will you get that first chart on the overall move- 
ments in and out of China in 1952? 

Senator SymincTon. Before we go into that. the chairman men- 
tioned that this policy of MSA was before the change in administra- 
tion, as I understood it. 

Mr. Kennepy. Senator Symington, we have no information as to 
whether these companies are carrying troops in 1953. We have no 
reason to believe that it has stopped. But we know of that definitely 
in 1952. 


d out the name 
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penator SYMINGTON. My qu tion Was going to be, Mr. Kennedy : 
Do you know of my thar or h policy as announce t ol any airectives 
that have bee ued by MSA or the State Department or any other 
Governmes C de} irtment fachang i thi policy ¢ 

Mr. Kennepy. Absolutely none, Mr. Symington. 

Senator Syminaron. Thank you. 

Senator McCietian. May Task a question, Mr. Chairman 4 

The Cnarmman. Senator McClellan. 

Senator McC.Letian. Is the same information you have given us 
within the knowledge f the State De partment ¢ 

Mr. Ken ,EDY. Mr eenator, we know that part of this i] formation 
is in the hand of the State 1 part ent 

Senator McC LELLAN. Is not the same information also available , 
or within the knowledge of Central Intelligence ¢ 

Mr. Kennepy. | believe it is. Senator. 

Senator McCrieiian. In other words, the committee has not been 
able to get any information on its own that is not available to thos , 
sources of Government / 

Mr. Kennepy. We know that that is true. 

Senator McC ELLAN. In other words, they should have known it, 
with due diligence, all the time. 

Mr. Kennepy. That is right. 

Senator McCLeLian. So, obviously, they do know it and have known 
it. 

Mr. Kennepy. That is right. 

Senator McCie.LLan. The question is: What action has been taken, 
if : any, to stop it 7 

I would like to make another observation. TI notice a hundred Brit- 
ish ships at a minimum are engaged in this trade and traflic. I won 
der how much that offsets, if it does not equal at least, the contribution 
the British are making in the Korean war on our side as allies. I 
think it is a pertinent observation. Whose war is it, the United Na- 
tions’ or the United States’ war? Some of us are beginning to won- 
der about it. 

The CuarrMan. I might say I completely agree with the observa- 
tions which Senator McClellan just made. I think I would go a step 
further. I would say that the British trade with Red China, the use 
of British owned vessels to tri ansport Communist troops, more than 
offsets any military aid they have given in Korea. It seems just 
unbelievable. unheard of. in the history of the world, I believe, that a . 
nation would have ships owned by its nationals transporting the troops 
to kill its own soldiers. At least I never heard of anything like that 
in the ] \istory of the world before c e 


I might say it is equally impossible to understand our Mutual Se- 
curity Administration hiring the same firm to haul American e argoes, 
knowing that that firm has other ships carrying Communist troops. 
It is just impossible to explain. 

If it is clear that the policy has changed—and we have the young 
men here from the St: sa Department and MSA this morning—then 
I would want to call the previous Administrator and find out under 
what theory he was paying the companies that were tr: ansporting 
ce Ager troops. rom the answers given to this committee 2 
weeks ago, frankly, it is not clear just exactly what the policy is as 
of tod: ay. 
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Senator McCLetitan. Mr. Chairman, I would like to make this fur- 
ther observation. It seems to me that all of this tends to indicate that 
the whole Korean operation is geared into a policy of the United 
Nations, in which we, our Government, acquiesces, that we must be 
careful not to do anything to make certain that we win this war. 

Senator SyMINGToN. | would like to make an observation here, too, 
Mr. Chairman, and that is that I trust that we can proceed with 
these hearings now on the basis of it being a problem for America, 
and not the problem of necessarily a political party. 

Senator Dirksen. Mr. Chairman, I want to be quite certain about 
the record and that it is abundantly clear. 

First of all, from independent sources, there is no doubt in your 
mind that the ship! ng companies referred to are British companies, 
in the sense that they have been operating as British companies in 
the Orient ? 

Mr. Kennepy. In Hone Kone, Mr. Senator. 

Senator Dirksen. In Hong Kong. Secondly, is there any doubt in 
your mind that your facts are authentic and fully bear out the state- 
ment that these vessels have been carrying Communist troops? 

Mr. Kennepy. I believe them to be abs olutely correct, Mr. Sen- 
ator. 

Senator Dirksen. And third, is this the same company that owns 
other vessels that have been carrying Mutual Security goods? 

Mr. Kennepy. Mr. Senator, in February of 1952, the Wheelock- 
Marden Co., had a vessel called the Charles Dickens, which carried 
goods for MSA. I might say that — information that we have is 
that the instance when this same company transported Communist 
Chinese troops, occurred at a later date. We have no information on 
whether it also carried Chinese Communist troops at an earlier date. 

Mr. FLANAGAN. Mr. Kennedy, in order that we can show the trend 
of this trade in 1952, whether it was going up or down, with China, 
I believe that you have prepared a chart based on statistics furnished 
to us by the Office of Naval Intelligence on the overall trade with Red 
China last year. Would you mind explaining briefly that chart to 
the committee ? 

The Cuarrman. I wonder if it might not be well—I assume the press 
is interested in these charts—to move the stand back here? 

Mr. Kennepy. Mr. Chairman, these are figures that are furnished 
us by the Office of Naval Intelligence, and it is the total western-flag 
vessels trading with Red China in 1952 

The Cnamman. Mr. Kennedy, at this point: You referred to the 
Office of Naval Intelligence several times; I think the record should be 
clear that it was not the Office of Naval omen that you are 


quoting as an authority for the movement of Chinese C ommunist 
troops. 


Mr. Kennepy. That is right. 

In December of 1951, there were 188,000 gross tons of shipping going 
in and out of China. At that time there were 45 different western- 
flag vessels. In December of 1952, there were 505,000 gross tons of 
western-flag vessels going into China, and the vessels had increased up 
to 88. 

Mr. FuLanaGan,. Now, to clarify that point, on that chart those blue 
lines represent the gross tonnage of the vessels going into those 
ports? 

81493—53—pt. 2——-6 
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Mr. Kennepy. And on. Mr. Flai Ln Is equUIN lent to 100 
( l | { \¢ el 

Mr. FLANAGAN. tually d not represent the amount of cargo 
o ) | l Vv I tne ve i 

Mr. KENnepy., 7 right. As to the cargo, we have no informa- 
tion o : 

Mr. Fuanacan. And the red line that goes along represents each 
mont nu r of western-flage vessels that are going into those 
} 

Mr. Kennepy. G o or ¢ Nn 

Mr. Fi Nn. | r of the ports of Red China. 

Nii Ix NNEDY. Ay a there 1 a Lea i\ mcrease. The 505.000 tons 

ut 214 times greater than it was in December 1951 


Senator McCie.tuan. What the increase in the number of ships? 


Mr. Kennepy. This 88 in December 1952 increased from a figure of 
45 December of 1951. 

Senator McCievtuian. Nearly double. 

Mr. Kennepy. Yes. It wa up to 89 in November of 1952, and 
th \ ie | down one ve ssel, 

Mr. Franacan. Now, Mr. Kennedy, in order that the committee 
can more clearly understand the nations, our allied nations, that are 
carrying these goods in and out of China, will you get our chart 
where we broke the number of vessels down by the flags that we fly? 
Now, on that second chart, Mr. Kennedy, does that chart represent 
the val nations that are carrying eoods Ih and out of Chn ag 

My KeNNeEDY. The five lead ne nations that went in and out in 
1952, Mr. Flanagai 

Mr. FLANAGAN. Starting at the bottom nation, which is that? 

Mr. Kennepy. This is Norway down here. It started with one 
sh pal ad ste idily increased to nine ships in December. 

Mr. FLANAGAN. That is the red line? 

Mr. Kennepy. The red line. Greece is the yellow line. 

The Ciairman. May I interrupt? That chart covers what period 
of time / 

Mr. Kennepy. January 1952 to December of 1952. 
The CuarrMan. One year? 

Mr. Kennepy. That is correct. 

Greece started with 2 ships in January 1952 and increased to 10, 
11, and 12, in May. Their involvement gradually went down, and 
ended up with 5 ships in December 1952. We found that Greece was 
gradually going out of the trade, and because of the law passed in 
March 1952 they are expected to be completely out early this year. 

Senator Symincron. What was that ? 

Mr. Kennepy. A law of Greece that forbade Greek-flag ships from 
going into Red China. 

Senator McCLetian. So, Greece has now completely stopped trade? 

Mr. Kennepy. We have some Greek flag vessels on our ay month 
period from 1953, but they are gradually petering off. 

Senator McCietian. In other words, the yellow line projected on 
to the present time would end at zero. 

Mr. Kennepy. That is right. 
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The Cuamman. At this time, Mr. Kennedy, I think we sl yuld 
make it clear that the Greek law on! fected Greek-flag vessels, 
and did not affect all of the Greek-owned ships 

Mr. Kennepy. The Greek-flae vessels are about ¢ ) percent of all 
the vessels that they ov n, Mr. Chairman. 


The CuatrmMan. Let me ask you this. Since the owners of Greek 

ships, regardless of what flags they were fl r, made the agreement 

; ' 1 ae eee Re 2 } oi 7 

among themselves not to ship material to Red China, do we have 
any indication that they have lated that agree t? 


Mr. Kennepy. No: we haven't. Some of them have had standing 


agreements with Communists firms to take goods in or out of China 
and have broken those agreement 


The Cuarrman. They have broken those agreements 


Mr. Kennepy. And have stopped trading with China. Some of 
them are just finishing up trips that they were taking, Mr. Chairman. 

The CHAIRMAN. | Wo ld like at this time to again comment on 
something that we have commented on in the past. That is the fact 
that the owners of Greek ships led the way and agreed not to engage 
in this trade, and that fact has unfortunately created the assumption 
in the minds of some people that the Greeks were the principal of- 
fenders. This chart, I think, very clearly shows that the Greeks were 
not the principal offenders, and it will show who the principal 
offender is. 

Mr. Fuanacan. The next nation is Denmark. 

Senator Symineron. Before we get to Denmark, could I ask a ques- 
tion with reference to what the chairman has ist said ? 
We have asked the Greeks to top, and they have CO} ped ? 


Mr. Kennepy. That is right. 
as anybody asked the English, who appar- 
ently are the leading traders, to stop ? 

Mr. Kennepy. From what information we have, Mr. Symineton. 
nobody has asked them to get completely out of the trade. 

Senator SymMInecron. Now, let me get this straight. In recent 
months, after this story had broke n, nobody in the Government has 
asked the British to stop trading—no department has—with the Chi- 
nese Communists; is that correct ? 

Mr. Kennepy. That is right. 

Senator SyMIncTon. Do you know of any plans to ask them to stop ? 

Mr. Kennepy. I don’t know of any. 

Senator Symrneron. Do you know of any plans to ask them to in- 
crease their trading ? . 

Mr. KENNEDY. I have some fie res on that. I don’t know whether 
they were asked to increase their trading, but I have some fimures on 
another chart that might give an indication. 

Senator Symineton. Mr. Chairman, can this be inserted in the 
record as part of the record? 

The CHatrman. I think that is an excellent idea. 

(The charts referred to were marked “Exhibits Nos. 3 and 4” and 
will be found in the appendix on pages 


Senator SymMinatron. H 


152 and 153 respectively.) 
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Mr. Kennepy. This is De nmark. It started with 3 vessels and came 
up here in December 1952 to 7. And Panama started with 10 vessels, 
and these were all outlaw vessels. I say that because in August of 1951 
Panama passed a law forbidding all their flag vessels from going into 
China. So, these vessels that continued to trade did so despite that. 
Gradually, as their registries were revoked, they went out of the trade, 
until they are zero. 

Senator McCLettan. Within a year, they did cease trading ? 

Mr. Kennepy. Yes, because in August of 1952, a year after the law 
in Panama was passed, their registries were re voked. 

Senator Symineton. Would you care to define, as briefly as con- 
sistent, what is an outlaw vessel ? 

Mr. Kennepy. Well, I have asked the State Department for an 
opinion on that, and what are the results of being an outlaw vessel; 
and from what information I can get, the practical results are that if 
such a vessel comes into a port of another nation, that nation does not 
have to give them clearance to leave the port. It is a means of delaying 
and harrassing more than anything else, from what I can understand. 
I have asked the State Department the question of whether a vessel 
could be seized on the high seas by another nation if it did not have its 
registry papers. 

The Cuairman. Or, putting it another way, Mr. Kennedy, an out- 
law vessel would be a vessel flying the flag of no nation. 

Mr. Kennepy. That is right. 

The Carman. That is, when Panama revokes the flag of those 
vessels, then they had the flag of no nation, and they are outlaw 
vessels. 

Mr. Kennepy. That is right, until they are able to get another 
flag. 

Mr. Fuanacan. And isn’t it a further fact, Mr. Kennedy, that most 
of those outlaw Panamanian vessels, or a large number of them, had 
British firms in Hong Kong as registered owners ? 

Mr. Krennepy. All the registered owners of these Panama vessels 
were British firms, and these vessels, all except one—and we have 
the names of them here—all ended up flying the Chinese Communist 
flag. 

Mr. Fuanacan. In other words, the British firms owned them. 
They were flying the Panamanian flag. 

Mr. Kennepy. In violation of the Panamanian law. 

Mr. Fuanacan. In violation of the Panama law. And when Pan- 
ama finally canceled their registrations, they then turn up with Chi- 
nese Communist flags ? 

Mr. Kennepy. That is right. We know that a number of them, ac- 
cording, then, to the Office of Naval Intelligence—and we have the 
names here, the tonnage—were sold to the Chinese Communists, in 
order to prevent their registry being canceled. 

The Cramrman. So that while that green line would indicate that 
those Panamanian flag vessels had ceased trade with Red China, the 
fact that they are now flying the flag of Red China would indicate 
that they are still in that trade. 

Mr. Kennepy. They are definitely in the trade. And then the ques- 
tion comes—and I think we are going to develop that—how they 
got into the hands of the Chinese ‘Communists, when merchant ves- 
sels are deemed strategic by ourselves and by our allies. 





or 
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Mr. Fianacan. The next nation? 

Mr. Kennepy. The next nation is Great Britain, which started at 
28, and ane din December of 1952 with 54. 

Mr. Firanacan. There has been, almost, then, a 100-percent increase 
in the use of British flag vessels in the China trade last vear? 

Mr. Kennepy. That is right. And of course, Great Britain’s flag 
vessels are more than all the other vessels put together. 

The Cruairman. And while Greece was dropping off to nothing, 
while the Panamanian flag vessels were dropping off to nothing it 
would appear that the British ships took up that trade and are han- 
dling that same trade now. 

Mr. Kennepy. From the information that we have. the western flag 
vessels going into China provide about 75 percent of all the shipping 
going into China. The Communist bloe has about 25 percent. 

The CuHatmman. May I say, Mr. Kennedy, I want to compliment 
you and Mr. Flanagan for drafting these charts. They show very, 
very clearly which nations are assisting the enemy the most. ‘They 
clearly show the tremendous aid that Great Britain is giving to the 
enemy which it is allegedly fighting. I think it would be an excellent 
thing if each of the mothers of the 3,700 British casualties could have 
a copy of that chart. 

Mr. FLanac - Mr. Kennedy, to get further information on the 
dollar value of these exports that are going into China, can you 
state for the record the total dollar value of the goods that have been 
carried in and out of Red China in 1952 by our allies? 

Mr. Kennepy. I can’t give you the dollar value of the goods carried 
on western flag ships, because, of course, a lot of these western flag 
vessels come from Communist ports in Europe. But the western allies 
sent to China last year, according to the Department of Commerce, 
$275 million worth of goods. And we have received information 
that they think that in addition to that there was about $50 million 
in smuggling. Coming out of China there was approximately $350 
million worth of goods. 

The Cuarrman. When you give those figures, Mr. Kennedy, you 
are not including material sent to a Communist port and transshipped 
to Red China, are you? 

Mr. Kennepy. No. 

The Cuarrman. Are you including the material that was shipped 
into Macao ¢ 

Mr. Kennepy. No. I might say here that in addition to this gross 
tonnage figure involved in Red China trade, there is approximately 
1 ~illion gross tons of shipping going in and out of Hong Kong each 
mivi.ch which does not touch Red Chinese ports, 

Senator Symineron. Mr. Chairman, at that point, I would like to 
make a suggestion, and that is that Mr. Kennedy and Mr. Flanagan 
talked about 100 cubic feet being a gross ton 

You do not know how full the cargo is, but you do know the more 
cargo you have got the more money you are going to make. And 
therefore presumab ly they have a full cargo. If they could strike 
an average of the value per ton of what ‘aa ‘y know was sent in, and 
then figure the number of ships that went in, they can average and 
figure what the total amount of tonnage and the value of that tonnage 
into Red China from all sources was, and I should think that would 
be a constructive figure. 
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The Cuatrmman. I think tha an excellent idea. The only trouble 
there is that, let us Ly, a vess ‘| is chard’ to carry fertilizer, and 
it ictually carrying ammunition and arms. Figuring the value 
of the fertilizer would have ve ry little meaning. I think Mr. Ken- 
ned ha hown the committee some typical charters, for example, 
the irter on a vessel chartered to carry 10,000 tons of fertilizer 
pre led it must not stop at any \(merican port, must not “0 through 


the Panama Canal, must not stop at a Philippine port or Japanese 
port. Obviously, therefore, it was not carrying fertilizer, or it would 


not have feared in pection at an American port, For that reason, 
the figure } oht be rather de | ive. But it might be a vood one to 
strike anywhere. 

Mr. Fuanagan. This next chart, which I might say is a little bit 
complicated, I think will show the trend of this ti ide by dollars. 

Phe Cuairman. Before you go into that, may I ask this: Has the 


St iff yet vone in e the amount of materials. strategi and otherwise, 


shipped to Macae I understand there is a vast shipment from there 
to Red China. Or have you had a chance to go into that? 

Mr. Fuanacan. We have some information on what is going in. 
It is not very complete. And there is no way of finding actually 
what eoing from Macao to the ports of the mainland of China. 


The Cnamman. So this would not include those shipments. 
Mr. Kennepy. Or those of Hong Kone. 


Mr. FLANAGAN. This third chart shows a chs adr does it not, 
of the trade that was carried on by the free pela with — China in 
January and February of 1952, as compared with January and Feb- 


9 


ruary of 1953. 

Mr. Kennepy. Mr. Flanagan, we tried to get the most up-to-date 
figures from the Department of Commerce. There were approxi- 
mately 12 countries that sent in their trade statistics for the first 2 
months of this year. We picked the 6 or 7 biggest traders with Red 
China, and we compared January and February of 1953 with January 
and February of 1952, ; 

Mr. I] ANAGAN,. In other voras. this isa comparison of the first 2 
months of this year with the first 2 months of last year? 

Mr. Kennepy. Imports and exports. 

Mr. Fnanacan. Will you take 1 or 2 of those large nations? 

Mr. Kennepy. For instance, Beleium and Luxembourg imported 

‘ 


1,000 in the same 2 months of this 


$260,000 in I ind imported $1,0 
yeal 

Senator SyMInot« IN. Sei alkyne word “import” twice ? 

Mr. Kennepy. They are both imports. Thisisacomparison. This 
is January and February 1952, and this is January and February 1953. 
These are exports to China ; the green, in J inuary and February 1953; 


and January and February 1952 is the yellow. 

The Cuamman. I am sorry, Mr. Kennedy. I missed part of what 
you said. 
' Mr. Kennepy. The red here represents the imports into Belgium 
and Luxembourg, for instance, from China in January and February 
1952. On the other hand, these blue lines represent the imports into 
these countries for January and February 1953. 

The Cuamman. And the other line re presents the exports ? 





e: 
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Mr. Kennepy. This yellow line represents the exports for January 
and February 1952. This green in January and February 1952 repre- 
sents the dollar value. 

The Cuamman. Just so it is completely clear in the record, when 
you refer to exports, you are referring t 
mentioned. which means imports into Red China 

Mr. Kennepy. That is right. 

Mr. Fnanacan. Let us take one of those larger nations. Germany? 

Mr. Kennepy. Germany imported in January and February of 
1952, $2.939,000. . ; 

Mr. Fuanacan. How much did she import in the first 2 months of 
this year from Red China 

Mr. Kennepy. $6,369,000. 


»y> exports {1 im the country 





Mr. FLANAGAN. So there has been a very large increase in the first 
9 t] e thi ar aver last vear as far as Gen v is concerned 
Z months of this year ovel \ yvear as Tar as Werm y 1S concerned, 


in getting imports from China? 


Mr. Kennepy. You will notice, Mr. Flanagan, that there is an in- 
crease in the imports and exports of every country 1m January and 
February of 1953 as con pared with Jan lary al d Febri ary of 1952, 
and even the smaller ones, which we were not able to put on this chart, 
were all increases in January and February 1953 

Mr. Franacan. Take Germany’s exports. What were her exports 
In 1952? 

Mr. Kennepy. $21,000. 

Mr. Fruanacan. That little small line? 

Mr. Kennepy. That is richt. 

Mr. Furanacan. What were her exports in the first 
this year? 

Mr. Kennepy. $3,269,000. That is just Western Germany. 

Mr. Fuanacan. So you ea terrific increase on the part of goods 
moving out of Western Germany into Red China in the first 2 months 
of this year? 

Mr. Kennepy. That is right. 

Senator McCiettan. Do we know what those goods are? 

Mr. KenNNepy. We have some sort of a breakdown. Unfortunately, 
the Department of Commerce, because no pal \ laa request ha b en 


29 months of 





made for the information, is about a year behind. They have not 
even got a commodity bre kdow ! f« r 1955 : 

Senator McCietian. Of course, the stock answer is that these are 
not strategic materials, wat or ds. 

Mr. Kennepy. Mr. Sheridan of the ff of this subcommittee went 


over to the Department of Comme1 e and tried to find out what w 
being imported and exported to China for the first period of this year. 
Unfortunately, the reports were not in English. 

Senator McCrettan. You are not able t rive us the a rate 
information ? 

Mr. Kennepy. We have some basic information. 

The Cruarrman. In connection with the mw h is alwavs made 
that the material is nonstrategic, I think we sh reint 
duce into the reeord at this time the letter 4 the Secretary of De- 
fense to the effect tha : 


th anv mater! il sent to the enemy alds the enemy in 
conducting its war ¢ 


ffort. 
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(The letter referred to is as follows :) 


This is in reply to your letter of March 10, 1953, in which inquiry was made 
concerning the position of this Department, including the three military services, 
with regard to trade with China on the part of our allies and others since 
the beginning of hostilities in Korea. 

As you know, immediately following the entry of the Chinese Communists 
upon aggression in Korea, the United States Government established a_ total 


embargo upon exports by United States nationals to Communist China and 
North Korea. It also prohibited the provision by United States nationals of ship- 
ping and other services to these areas. Rigid financial controls were imposed 
to help enforce these restrictions. The Department of Defense, including the 
three military services, has heartily supported this policy. This position on the 
part of the Department of Defense is predicated on the realistic view that the 
shipment of goods, or the provision of any services to the Communist Chinese or 
to the northern Koreans contributes directly or indirectly to their economic and 
military potential The Department of Defense believes that contributions to 
the economic potential alone, often directly, and almost always indirectly, con- 
tribute to any country’s military potential 


Therefore, the Department is convinced that any goods or any services reach- 
ing or serving these areas increase the capabilities of the Communist forces in 
Asia not only to continue but even to intensify and extend the present areas of 
areression 


Sincerely yours, 
CHARLES E. WILSON, 
Secretary of Defense. 

The CuHarrman. And also I would like to ask you, Mr. Flanagan— 
we are going to develop this later—the number of ships intercepted by 
the Chinese Nationalists which were found to be carrying war mate- 
rials, ships sien dly carrying nonstrategic materials according to their 
charter, but stop ped by the Nationalist Chinese and found to be 
carrying war materials, 

Mr. Kennepy. I might say, also, Mr. Chairman, that we received 
information from the Department of Defense that there are many 
goods being carried on these vessels going into China that the United 
States feels are strategic but that our allies do not feel they are stra- 
tegic, therefore they can continue to ship them. 

And then, of course, there is a second category of items which are 
mislabeled, such as the fertilizer which incidentally was some kind of 
explosive. 

The Cratrman. An example, I assume, of material which we con- 
sider strategic, but that one of our allies considers nonstrategic, would 
be in the case of rubber. I believe that in a previous hearing you 
developed that the United Kingdom’s shipments of rubber to Com- 
munist nations, not Red China but Communist nations, has about 
doubled in last year over the year before. 

Mr. Kennepy. But I had in mind particularly shipments right to 
Red China, Mr. Chairman, that we feel are strategic but that our 
allies do not feel are strategic. Rubber is an example of items being 
sent to Russia that we feel are strategic and our allies do not. 

The CHamMan. Senator McClellan ? 

Senator McCretian. Do I understand this chart relates only to 
shipments direct to Red China ? 

Mr. Kennepy. Right. 

Senator McCietian. And not shipments that may be made to 
other countries behind the Iron Curtain? 

Mr. Kennepy. Or to Hong Kong. 

Senator McCrettan. Or to Hong Kong, and that may later reach 
Red China? 
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Mr. Kennepy. That is right. 

Senator Symincron. Would you mind giving a couple of the items 
that we consider strategic and that our allies considered were not 
strategic ? 

Mr. Kennepy. The Department of Defense said that that was clas- 
sified. They wouldn’t give us the name of the vessel or the item being 
carried. They did give us ex: imples of what was being done though, 
without that information. For instance, they would say that a vessel 
left in the middle of 1952, that it was a British-flag vessel, that it left 
from Gydnia in Poland and went to Takubar in China and carried 
goods that we think are strategic but our allies don’t. They gave me 
an example of one vessel from each country for 1952. 

Senator Symineron. Did they also give you any reason why they 
felt it was improper to disclose what was strategic or not strategic in 
their opinion ¢ 

Mr. Rensubs: Not an explanation that I could understand, sir. 

The Cuatrman. I may say that I think the committee should sub- 
pena the officials in executive session and find out why they think it 
should be secret that we consider certain things strategic and our 
allies consider them nonstrategic and ship them to Red China. Would 
you not think so, Senator Symington ? 

Senator Symineron. I would think so, Mr. Chairman. I think 
the more we tell the people about these matters, the more truth we 
get in the press, the greater opportunity we have for at least clarify- 
ing them. 

Mr. Fianacan, Let us take one more example from the chart, 
without going into all of them. 

How about the United Kingdom now? What were her exports to 
China in the first 2 months of 1952? 

Mr. Kennepy. $334,000 in 1952, January and February. 

Mr. FLanacan. And what were her exports to China in the first 2 
months of this year? 

Mr. Kennepy. $5,750,000. 

Mr. FLANAGAN. Several hundred percent increase ? 

Mr. Kennepy. Much more than that. 

Mr. Fuanacan. How about her imports from China in 1952? 

Mr. Kennepy. Imports in January and February of 1952, $1,785,- 
000, and in 1953, during the same period, she imported $3,976,000. 

(The chart discussed above was marked as “Exhibit No. 5.” Since 
it cannot be reproduced in color, it is felt that the chart would be 
difficult to interpret without this guide; therefore, it may be found in 
the staff room of the subcommittee.) 

The Cuamrman. May I at this point ask: Who is here from the 
State Department ? 

Mr. Leppy. I am, sir. 

The Cuarrman. Mr. Leddy. And Mr. Hansen from MSA. 

Mr. Hansen. Yes, sir. 

The Cuatmman. You gentlemen have been under oath before. 
You are reminded your oath is still in effect. Will you come up and 
sit down up here, if you will / 

Would you consider this tremendous increase in shipments from 
Britain to Red China over the past year as an aid to Red China’s war 
effort ? 

Mr. Leddy, would you care to answer that first ? 
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FURTHER TESTIMONY OF KENNETH R. HANSEN, ACTING DEPUTY 
ADMINISTRATOR OF THE MUTUAL DEFENSE CONTROL ACT, AND 
JOHN M. LEDDY, ACTING DEPUTY ASSISTANT SECRETARY OF 
STATE FOR ECONOMIC AFFAIRS, DEPARTMENT OF STATE 


Mr. Leppy. Mr. Chairman, I would say this: that there are things 
which other governments ship that we regard as strategic, that we 
are trying to get them to regard as strategic, and it is our hope that 
these ce sts can be extended. 

The Cuamman. Would you try and answer the question? You 
have just seen it developed, using figures obtained from official Gov- 
ernment agencies—you do not need to read a statement on this. Will 
you just listen to my question? You have just seen it developed, 
using figures obtained from official Government agencies, that the 
hipments from some of our alleged allies have increased many, many 
hundred percent in these months, just a 5-month period it is. 

My question is: Do you think that this aids the war effort of Red 
China? 

Mr. Leppy. I do not think that the mere increase does, sir; insofar 

it may include items which we would regard as those which should 
be added to the international strategic list, it would, but I do not know 
that the increase includes those, sir. 

Senator Symincton. Would you say the more we shipped to Red 
China, the more we hinder their ware fort ? ¢ 

Mr. Leppy. Senator, this came up at the last hearine, and I do 


think you have to take both sides of this question. That is to say, 
you have to measure what goes in, the kind of things that go in, 
ivainst _ comes out. 

Io} np le ,1n the case of Japan, they have been shipping seaweed 
into Red hina and obtaining iron ore in return. And I think it 


wi Id a very Saad to come to a conclusion that this exchange aids 
Red China. 

Senator Symineton. You just heard information that a good many 
articles which our Departme nt of Defense considers are strategic are 
not considered strategic by the other countries that are shipping them 
into China. Now, would you say that items which our Department 
of Defense feels are strategic items that are shipped into Red China 
would help their prosecution of the war successfully against us, or 
would hinder it 2 

Mr. Leppy. Senator, I would agree that items that this Government 
regards as being strategic, and which should be added to the list if 
sh pments of these items vO on that they would aid the Red 5 hina 
war effort. And we are trying to get those items stopped. 

Senator Symineton. I might say, Mr. Chairman, that I have been 
reading in the papers quite a lot recently about, in effect, that as we 
cut our national defenses we increase our security. In this case, 
then, you might say that the more we increase our trade to Red China, 
the more we increase our security. That would be about the same 
comparison : would it not ? 

Mr. Leppy. Senator, I am afraid that it is not really tl iat simple. I 
do think you have to distinguish between items of trade. As I say, 
we do not agree with other governments on all these matters, but we 
are trying to run, as best we know how, an international control 
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effort. Now, we, by ourselves, this Government, cannot run a world- 
wide system of control. For that purpose, we have to get other coun- 
tries to exercise a control. They do not always agree with us. We 
do our best to get them to agree with us. But we are farther along 
with an international control system of that kind—— 

Senator Symincton. You just heard a statement made that the 
present administration has classified what they consider strategic, and 
what the other peop edo not. Is that the polie y of the State De part- 
ment! Do they agree that we should classify what we consider stra- 
tegic and what the British and the others that are shipping in con- 
sider nonstrategic ? 

Mr. Leppy. Senator, it has been our policy to get as much publicity 
as we possibly can with respect to the international control effort. 

Senator SyMING rON. Would you try to answer the question ? 

Somebody said it is the policy of the Department of Defense not 
to disclose what it considers strategic that is being shipped into 
China, but what our allies do not consider strategic. I would like 
to ask: Is that also the polic y of the De partment of State ? 

Mr. Leppy. Yes, sir. It is the policy of the Government, so far as 
] know. 

Senator Syminoton. You agree with that policy? Do you think it 
makes any sense? 

Mr. Leppy. Senator, I think it is the only policy that we can apply 
at this time. 

Senator SYMINGTON. Now, let me ret this straight. In other words, 
you agree that even though this Government feels that strategic ma 
terials should not be shij ped into China, and our allies feel that hey 
shi uld be shipped 1 to China, our Government ¢s iould not dis lose 
what it thinks are the strategic materials that are being shipped 
into China by our allies. Is that right? 

Mr. Leppy. Senator, I do not think it is a matter of getting angry. 
I think it is a matter of differing economic and political situations in 
the rest of the worl: l. 

Senator Symincton. Well, if you shed light on it, so that you could 
have the people of the free world decide whether or not they agreed 
or disagreed that it was strategic material, would’ not the chance be, 
if we were right in the position of our Government, that less would 
flow into China? Yet you say that if you did it, more would flow 
into Red China. I cannot u nderst and that. 

Mr. Leppy. Senator, I think that the point is that we have agreed, 
we are bound to agree, with the other governments, on the classified 
nature of the information. If we breach that classification. if we 
begin taking unilateral steps of that sort, I think we do jeopardize the 
international control system. 

Senator SymiNcron. Then what you are really saying is that if 
we disclose the strategic materials that our allies are shi yping into 
China, the result of that will be that we will cross our allies. and they 
will ship a lot more of that into China? ; 

Mr. Leppy. Senator, I think that might be a result. It is a risk I 
would not wish to take. 

The Cratrman. Let me ask you this question. How long have 
you been in the State Departme nt 2 

Mr. Leppy. I have been in the State Department since July of 1941 


i ’ 
sIr. 
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The CratrMan. July of 1941. May I just go into your background 
a bit? What jobs have you held in the State Department ? ¢ 

Mr. Leppy. In 1941, I came in as a professional assistant at grade 
3 in the Trade Agreements Department of the State Department. I 
continued in that same field, trade agreements and commercial policy, 
until 1949, during which year I served as the Deputy Director of 
United Nations Economic and Social Affairs. 

In 1950, I came back into trade-policy work in the Office of Inter- 
national Trade Policy, which later on became the Office of Economic 
Defense and Trade Policy. And my present temporary position is as 
an Acting Deputy Assistant Secretary for Economic Affairs, pend- 
ing the appointment of a new Assistant Secretary and Deputy. 

The Ciratrman. Mr. McClellan, you had some questions? 

Senator McCuetian. I wish to quote from a letter of March 28 by 
the Secretary of Defense to the chairman of the committee. Then, 
after quoting this excerpt from the letter, I should like to ask a ques- 
tion. I quote: 

The Department of Defense believes that contributions to the economic po- 
tential alone often directly and almost always indirectly contribute to any coun- 
try’s military potential. Therefore, the Department is convinced that any goods 
or any services reaching or serving these areas increase the capabilities of the 
Communist forces in Asia, not only to continue but even to intensify and extend 
the present areas of aggression. 

May I ask you if the State Department agrees with this statement 
of the Department of Defense? Or do you disagree with it? 

Mr. Leppy. Senator, that question was asked of me in the last hear- 
ing, and my reply was that so far as I know that appraisal is not the 
appraisal which is the governmentwide appraisal of the effect of trade 
on military potential which binds the State Department. 

The Cuairman. Allright. Answer the Senator’s question. 

Senator McCietxan. Is that the philosophy and policy y of the State 
Department, or is it contrary to the policy of the State Department? 
That is what I want to know. Is there an agreement between the re- 
sponsible agencies of our own Government, or is there disagreement 
with respect to this trade with China? 

Mr. Leppy. Well, sir, so far as I know, the executive branch ap- 
praisal is not that every single transaction contributes to the war 
potential. 

Senator McCie.ian. Well, what transactions do you exclude ? 

Mr. Leppy. I mentioned, I believe, the exportation of seaweed from 
Japan to China in exchange for iron ore. There are some transac- 
tions which we have ourselves engaged in, such as importation of hog 
bristles from China, which were valuable to us. And cases of that 
sort, I think, the Government would feel are in our net security 
interest, rather than to the contrary. 

Senator McCietian. Well, do you not think that trade and com- 
merce with an enemy in time of war, and certainly an incre asing 
trade, as indicated by this chart, definitely remeeee ns the economy 
of that enemy so as to enable it to prosecute a war more : ageressively q 
Do you not agree that it does make that <cntvibets ion ? 

Mr. Leppy. Senator, I think it can make that contribution, depend- 
ing upon what it is that is traded. 

Senator McCietian. Well, do you say it is not making that con- 
tribution now? You say it can. Do you not think it is making such 
a contribution now to Red China? 
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Mr. Leppy. Well, sir, I think you still have to measure the other 
aspect as to the effect upon the w estern countries. 

Senator McCLe.Ltan. Well, have you measured it and made a deter- 
mination? ‘That is your job. 

Mr. Leppy. Senator, the question was asked of the Secretary of 
State whether it was our ultimate objective to stop all trade in ship- 
ping with China, and his reply was “Yes,” with this qualification: 
That, where there are transactions which can be regarded as being 
to our net security advantage, we do not intend to prevent them. ‘That 
is all I can say. 

Senator McCre.uian. All right. If that is your ultimate objective, 
the results, as evidenced by this chart, are that instead of making 
progress in that direction we are actually going into reverse and mak- 
ing progress in the opposite direction. Is that not true? 

Mr. Leppy. Senator, I don’t think so. Because we have recently 
widened the system. 

Senator McCietitan. You do not think that increasing of trade is 
making progress in the opposite direction; that our goal is to stop 
all trade? 

Mr. Leppy. Senator, as a result of recent discussions between the 
Secretary of State and the British Foreign Secretary, the Isritish have 
agreed now to institute a voyage-licensing system, where no British 
registry ship can carry any strategic item from any place in the 
world—— 

Senator McCietitan. Well, what is meant by “strategic”? There 
are different interpretations, 

Mr. Leppy. I agree. 

Senator McCLeLLan. What we say is strategic, they may disagree 
with. 

Mr. Leppy. Yes, sir. I understand. 

Senator McCLettan. So, we have actually made no progress, be- 
cause they reserve the right to determine what is strategic in their 
opinion, and they ean still send goods, and will, under that agreement, 
that we regard as strategic, can they not 

Mr. Leppy. Senator, it is true that other countries differ with us. 
We do not always agree with them. But we cannot take the position 
that they do not have a right to an independent judgment. 

Senator McCLe.tian. But we can disagree with them, can we not? 

Mr. Leppy. Yes, sir; we have disagreed with them. 

Senator McCietian. Then we should insist, in view of the fact that 
I think it is irrefutable that trade with an enemy, whether in actual 
war goods or strategic goods, an increasing trade with an enemy, such 
as has been developed here in these hearings, definitely means that we 
are aiding the enemy and we are helping to strengthen its economy 
and increase its economic power, and therefore enable it, just as the 
Secretary of Defense says here, not only to intensify but to extend its 
aggressive action. 

Senator Symrneron. I would like to ask a question, if I may, Mr. 
Leddy. You say that the State Department does not agree with the 
position that was just presented to you from the Department of De- 
fense by Senator McClellan. Now, we have been at war for nearly 
3 years, 3 years next month. If there is a disagreement between the 
State Department and the Department of Defense in a matter of this 
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character, who decides what is to be the policy of the American Goy- 
ernment ¢ , 

Mr. Leppy. Senator, as I recall, the statements of the Defense De- 
partment did purport to be the views of the Defense Department 
rather than the executive branch. 

Now, the decision on this policy is made at the highest levels of 
the trovernment by the National security Council. 

Senator SyMINGTON. I was going to get tothat. What vou are say- 
Ing is that the Defense Department has taken a position- -and you use 
the word “purport”—but that position is not the position of the Gov- 


Mr. Leppy. That mv understanding, sir. 

Senator Syminoeron. All right. Now, the National Security Coun- 
cil, created by the Congress in 1947 I ret rember it, has 
on it the memberships of various agencies, ineluding the State Depart- 

Department of Defense, and as I remember it, is an 


aly rv body to the Preside) th respect to our national and in- 


Senator SyMINGTON. Then the pei on who could say whether or not 
t] wi nohey of the American Government. and the only person 
] } 


who lc V, based on this m Xup that has been developed here, 


wo ld be the Pre dent: 1 that correct ? 


Senator Syminctron. Mr. Chairman, I would suggest that the chair- 
min te a letter to the President and ask him what 1 the poucy of 
the Ame) n Government with respect to this obvious subterfuge of 
wreeing with these allies that we cannot ship strategic materials but 


that we ean ship nonstrategic materials, and disagreeing with our 


or 1s not strateaic materials, and then 


classifving that ou elves to be sure that nobody will know what we 
are talking about. 

The Cuamman. I think that is an excellent suggestion, and the 
Chair will write that letter this afternoon. 

Senator Dirksen. Mr. Chairman, I was about to inquire of the 
com} tee whether it is a fair a um ption on the basis of these dis- 


closures that we are trying not to win a war. 
But, Mr. Leddy, I want to ask you a very simple question. Is food 
regal das strategic ? 

Mr. Leppy. No, sir. 

Senator Dirksen. It is not strategic? 

Mr. Leppy. I do not believe so. 

The Ciaran. Do you not know, Mr. Leddy? 

Mr. H \NSEN. Food items are not on our list of strategic materials. 

Senator Dirksen. Do you and Mr. Hansen recall all those signs 
we posted by the millions during World War II that “Food will win 
the \ ar? 

Mr. Hansen. Yes, sir. 

Senator Dirksen. Well, if food will win a war for us, food might 
win a war for the enemy if he got enough from the outside, if he 
needed it. Would that not be a reasonable assumption ? 

Mr. Leppy. Senator. I doubt so in the ease of China. 

Senator Dirksen. You doubt it? 
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Mr. Leppy. | doubt it. I do not think any Chinese soldier will 


ever go without food. 

The CuarrmMan. Will you speak a little louder? 

Mr. LeEppy. I say j don't believe any Chinese soldier will ever go 
withcut food so long as it can be taken away from the civilians. 

Senator Dirksen. And yet starvation is one of the most important 
instrumentalities of warfare, is it not, and it is one of the objectives 
of the blockade, finally. 

Mr. Leppy. Yes. sir. I don’t believe, however, that the importa- 
tion of foodstuffs into China makes any significant dent on the total 
food supplies available to Cl Ma. 

Mr. Hansen, do you have hy comment on that ? 

The Cuamman. Will you gentlemen try and speak a little louder 
and get nearer to the microphone, so that we can hear you 

Mr. Hansen. I should like to make this comment, Senator Dirksen, 
with reference to food. 
Certainly we recognize t 
ab lity of ‘it. ae respect of any tion’s ab ty to prosecute a War. 
We recooniZe that on both sides of the Iron Curtan As a matter of 


fact, one of the major imports from the Soviet bloc, which is the 


hat food has a great role to play, the avail- 


reason for a great amount of the nonstrategic trade, is the receipt of 
food suppl eS, The acti al ability ofa COUNTY LO pro ecute war ¢ i the 


basis of Imports of some food items would be very difficult to trace. 
However, in the ease of famine or of severe food shortages in a 
belligerent country, ¢ bviously the hipment of food to them would 
help them. But in terms of the present level of controls as we have 


been able to internationally agree, food IS not Col imonly thought 0 


eS 


as a strategic item. 

We do realize, however, that food is a very important item in the 
defense effort of many countries, not the least of all that of t! United 
States. We do not, however, prohibit the movement of food to coun- 
tries behind the Iron Curtain, except as far as the United States has 
a complete embargo toward China. 

Senator Dirksen. Mr. Chairman, if you will bend your ear for a 


moment, I want to say | suppose one of these days I will have to vO 
back to staff school all over again. I thought I was taught. wav back 
in World War I, that the way to win a war was to immobilize the 
enemy’s manpower, and the way to do it was to either kill them o1 


starve them, and the way to kill them is to kill them with weapo! 3. 
and the way to starve them is to deny food eoing into the e nt V 
And I also nursed the rather naive idea that food was quite a 
in this modern day and age. But evidently, if f { is not trate@ic, 
there is, then, no limitation or restriction what ever on the ship nt 
of food to Red China. 

Mr. Leppy. Senator, I think China exports more food than it 
imports. 

Senator Dirksen. That could be, of certain types, certainly; but I 
am thinking in terms of those things that keep a soldier going. 

But it satisfies my question. Food is not regarded today as strategic. 

Mr. Franacan. Are men regarded as strategic ? Troops? 

Mr. Leppy. They certainly are. 

Mr. Fianacan. Did you hear Mr. Kennedy’s testimony this morn- 
ing that we had information that British-owned sh ps were transport- 
ine Communist troops along the coast of China ? ; 
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Mr. Leppy. Yes, sir. 

Mr. Fiuanacan. Was that information made known to the State 
Department ? 

Mr. Leppy. It was. 

The Cuatrman. First, let me ask you: Is that testimony true? Do 
you know that what Mr. Kennedy said is a fact? 

Mr. Leppy. I am not sure whether it was complete, sir, but we were 
apprised of one of the two ships concerned. 

Mr. Franacan. When? 

Mr. Leppy. This, I think, was in July of 1951. We began to initi- 
ate action with the Government whose registry the ship was on, but 
we were prevented by another agency, which is the security source, for 
security reasons. Nevertheless, a month or two later we were success- 
ful in gaining the cancellation of registry of that ship. 

Mr. Fuanacan. Did you know at that time that those vessels were 
owned by British firms in Hong Kong? 

Mr. Leppy. I do not know that we have that information yet, sir, 

whether these vessels were knowingly permitted to engage in this by 
a British company. 
Mr. Fuanacan. Answer my question. At the time this information 
was brought to the attention of the State Department, in 1951, was 
the State Department then informed that those vessels were registered 
in the name of Hong Kong firms ? 

Mr. Lepvy. We knew that the Hong Kong firm was either the owner 
or manager or agent; yes, sir. 

Mr. Fianacan. In view of the fact that the vessels were owned or 
managed by Hong Kong firms, was any effort made by our State De- 
partment to bring this to the attention of the British Government ? 

Mr. Leppy. No, sir. We moved with the other government, whose 
registry was involved, as being the quickest, fastest way to gain action 
with respect to the ship. 

Mr. Fuanacan. Why did you not talk to the British, whose citizens 
own the vessels ? 

Mr. Leppy. I can’t get into that, sir, without getting into confiden- 
tial information, which could be, I think, explained, with the consent 
of the other agency, in executive session. 

The Cuatrrman. I may say that while I feel that some of the security 
regulations which you gentlemen claim you are bound by are com- 
pletely ridiculous, we will honor them for the time being. We will 
hear you in executive session on that. I may say this is no approval of 
some of the secrecy rules you have adopted. 

Mr. Fianacan. I have one more question. Mr. Leddy, as Deputy 
Assistant Secretary of State, do you feel that both the small country 
whose flag these vessels flew, as well as the British whose citizens own 
the vessels, should have been apprised of this situation, in other words, 
this troop movement ? 

Mr. Leppy. Yes, sir. 

The Cuarman,. Mr. Leddy, do I understand it is your position now 
that you feel we should not expose the materials which we consider 
strategic war materials, which our allies are shipping into Red China? 
You think that might do some damage if the people knew about that ? 

Mr. Leppy. Yes; I think it might do some damage to our inter- 
national negotiating effort, sir. As I have said, this Government has 
persistently tried to de velop for public release as much information 
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as wecan. But we do have to abide by the classification rules of other 
governments, which pertain to their own regulations. I believe in 
the maximum publicity. 

The Cuatrman. You do not think the American people should know 
the extent to which our allies are shipping what we consider strategic 
materials to Red China? You are afraid if the American people 
knew that it might impair your negotiating efforts ¢ 

Mr. Leppy. No, sir. Not at all. It is the other side of the coin. 
The position of other governments is that these matters should be clas- 
sified. Our posit ion is that we should deve ‘lop the maximum publicity. 

The Cuamman. Your position is that you should? 

Mr. Leppy. That we should have the maximum publicity; yes, sir. 

The CnarrmMan. You say we should publicize this.- You say we are 
not doing it, because other governments say we should keep it secret. 
Is that it? In other words, let us say that Britain is shipping, as 
we know they are, a sizable amount of material which we consider 
strategic. You say, “We will keep that secret from the American 
people, because the British Government does not want it known.” Is 
that a correct statement of your position ? 

Mr. Leppy. Broadly ape aking, yes. It is not only the British 
Government. It is other governments generally. 

The Cnarrman. Let us take the governments one at a time. Let 
us take the British Government. Where they are shipping what we 
consider strategic war materials to our enemy, you say, “We think it 
should be given wide publicity.” But you say, “Because the British 
think it should be kept secret’”—and I can certainly understand 
why they would want it kept secret—“We will bow to that,” and you 
el: issify that to the extent that at this time you refuse to give the com- 
mittee the information. Is that your position? 

Mr. Leppy. Not exactly, Senator. I think the position of other 
governments is that the strategic lists of items, and therefore items 
which are under consideration or discussion for addition to the list, 
which include items that we propose for those lists—that those nego- 
tiations and those lists be kept on a classified basis. 

Now, as I say, our position has been to propose the maximum degree 
of publicity on these things, but other vvernments don’t see it our 
way, and since they are their controls, we have respected that view. 

The Cuamman. Senator McClellan? 

Senator McCrietian. I do not know that there is any way to deter- 
mine from what these charts reveal how much of the increased trade 
with Red China from these countries is of materials that we regard 
as strategic and other countries do not, but I think it would be fair 
to assume that much of this trade is of materials that we regard as 
strategic, and that the other countries do not. Would you not think so? 

Mr. Leppy. I would not be able to make an estimate, sir, as to how 
much. I really do not know. 

Senator McCLe.ian. Well, we cannot make an estimate as to how 
much. But certainly the charts indicate that, after 3 years of war 
and negotiations, the negotiations are not being successful, have not 
been successful to this date, with our allies, in stopping this trade. The 
charts clearly indicate that, do they not? 

Mr. Levpy. No, sir, I don’t believe so. I think that there has been 
a very substantial reduction in free world exports into China, if you 
go back to 1948-49. 
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Senator McCLettan. Do vou have the information and can you give 
us the information as to what part of this increased trade is of goods 


that we regard as strategic, and which other countries do not reeard 
as strategic? Do you have that information ? 


The Cuamman. Will you identify your adviser, just for the record? 
Mr. Leppy. My adviser ? 

Mr. Goopkinp. My name is Louis W. Goodkind, and I am Chief of 
the Economic Defense Staff of the Department of S‘ate. 

Mr. Leppy. I believe that we can submit for the committee, insofar 
as we have breakdowns, what the items were in the trade that coes. 
I think the question of classification comes as to those items which 


ire under international discussion with respect to their strategic 


Senator McCieitan. As I understand your position, the reason you 


ire cl fving all of this as secret and not making it available to the 
public is that you take the position that you are afraid it would 
hamper or hinder any progress being made in negotiations that are 


bi ne carried on W ith our allies to stop this trade? Is that correct ? 

Mr. Leppy. Yes, ; 

Senator McCierLtan. What T would like to determine is whether, 
by Keep ow it secret, we are makine any progress. 

These charts indicate to me we are not. 
Mr. Lrppy. I think we are, sir, if you look at the total trade. 
Senator McCLe.tian. I am looking at it on these charts, if they are 


corre { 
) 


Mr. Leppy. Those are only 2 months of 1953 compared with 2 
months of 1952. JI think the total flow of exports into Communist 
China in 1952—— 

Senator McCietian. Well, we showed the comparison of the 
amount of shipp neg on this other ehart, which tremendously 1] creased, 

Mr. Lrepoy. Yes, sir. On the other hand, I do not think it is true 
that we should consider that that shipping represents cargo. In fact, 
we know it doesn’t always. 

Mr. Fuanagan. What do you think they are going in there for, Mr. 
Leddy ? 

The Carman. I think we should have the record clear at this 
point 

Mr. Kent edy, will vo tell us what the principal sritish exports to 
Red China have been over the past pel od of time, and what the princi- 
pal bn ports from China tothe United Kinedom have been ? 
And then, Mr. Leddy, will you listen, and will you tell us whether 

this is China’s war efforts ? 
Mr. Kennedy, there is a matter on the floor in which a number of 


d ne or hurti Gg 


I think we will adjourn until tomorrow morning at 10:30, if that 
ible to the coninittee, 

Whereupon, at noon, the hearing was recessed until 10:30 a. m., 
Thursday, May 21, 1953.) 
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Exiinit No. 2 
[London Sunday Express, April 19, 1955] 


> 


Customs Men KEEP WAtcH For Stratectc Carcors, But—Bia Boost 1n Our 
TRADE TO CHINA 


EXPORTS TOP A MILLION IN A MONTH 
(By Gerald Scheff) 


Apri 19, 1953.—British exports to Red China are soaring. In January they 
reached a value of £1,200.000—against £74,000 in the sume month last year. In 


February they totaled £835,000, compared with £42.000 in February 1952, 

The increases are mainly in textiles, such as wool tops, and chemic: 

And this stepping-up of shipments may continue, One vn of that disclosed 
vesterday is that since a system of licensing came into force on March 31, the 
Ministry of Transport has issued 36 permits to ships sailing for China 

Mr. Eden, in his talks in Washington, agreed 1] no British ship could go 


to China or North Korea except by the authority of the Ministry. 
There are about 250 items on the list of embargoed good 
Customs men are keeping watch on cargoes of strategie goods which might be 
shipped to agents in free ports for reshipment to China 
But the Government is willing to allow more trade with China in nonstrategie 
materials. 
PEKING ORD s 


Last year Britain's total exports to Communist China were valued at £4,500,000 


and imports from there at £2,290,000. January imports alone this year were 
£TV0,000, 

Government officials tell me that the January-Fel ry increases were in 

large part due to orders placed by the Veking-controlled China National 

Import-Export Organization Some came through the London Export Cor- 


poration, set up last year by British businessmen after the Moscow economic 
conference, 
An official of the corporation said yesterday: “British shipowners have told 


uS not to Worry over getting shipping space for exports to China, 


“They told us this after the reports that Senator McCarthy in America was 


asking shipowners to withdraw their ships from trace ith China 

(Senator MeCarthy has said his committee intend to probe lron Curtain trad- 
ings of ships owned by Britons, Norwegians, and Italians if these « ers have 
agents in America.) 

‘A little machinery has been shipped in addition to textiles and chemicals. 
But there is difficulty in getting licenses big ¢ ders for im il 
machinery equipment. 

“However the Chinese buyers are very pat t, and w re | ful of mod i- 


tions by the Government.” 
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